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Highlights 


1974 
FINANCIAL — 
REVENUES ayant. Grier t> a: einer eee re $ 878,992,000 
Nef eqrningsa st. a: eee rae oe 60,944,000 
Per Common share assuming full 
Cilotionmy, fey sae ae eee 4.84 
Dividends paid: 
Preferred = Stock = - siamese ee 114,000 
Common: Stocks nat oir lem ae 7,484,000 


Common Stock dividends per share. . . . .60 


Capital expenditures. .......... 280,169,000 
Working capital provided by operations. 150,466,000 
Depreciation and depletion. ....... 38,600,000 
VVorking. capital mare sees pee 93,858,000 
Long-teting Cebit eam: = asarmee ie ae ee 284,901,000 
Totoleossets, cent peat em oe eee nee 1,041,599,000 
Shiela daelielres Gleline s wg 2 6 Sa oe ea 311,923,000 
STOCKHOLDERS AND EMPLOYEES 
Common stockholders—end of year. . 4,809 
Common and Common equivalent 

shares—average outstanding. ..... 12,423,392 
Employees—end of year......... 3,838 
Salaries, wages and benefits. ...... $ 44,598,000 


1973 
511,007,000 
53,538,000 
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145,000 
3,660,000 
616) 
117,985,000 
115,957,000 
31,533,000 
98,989,000 
186,519,000 
703,859,000 
240,196,000 
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11,626,350 
2,989 
36,924,000 
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CAPITAL EXPENDITURES 
(MILLIONS OF DOLLARS) 


@28 MINORITY INTEREST 


WORKING CAPITAL 
(MILLIONS OF DOLLARS) 


The Chairman's Letter 
to the 
Stockholders 


Murphy Oil Corporation’s 1974 earn- 
ings rose to a record $60.9 million, 
equal to $4.84 a share. This is com- 
pared to net earnings of 

$53.5 million, $4.29 a share in 1973, 
itself more than triple results of 
1972. 


The years 1973 and 1974 span an 
extraordinary period in the petro- 
leum industry. Throughout this time 
we have used such terms as 
“unsustainable pace” and “insup- 
portable level” in referring to this 
company’s seemingly sensational 
increases in earnings, and we have 
tried to pinpoint diminution of the 
forces which caused them. The 
Return on Investment chart, 

below, suggests this occurred 
around August, 1974 with curtail- 
ment of demand by quadrupled 
world prices and onset of the 1974- 
1975 recession. Accordingly, profit 
margins contracted severely and 
apparently will have shortly 
returned to normal. 

Last year we reported that during 
1973 total capital employed by the 
Murphy enterprise was about equally 
divided between the United States 
and other countries, but that almost 
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three-fourths of Murphy’s 1973 
income was earned abroad. During 
1974, of the total capital employed, 
about 55 percent was in the United 
States and 45 percent abroad; yet 
only 18 percent of our income was 
earned at home. Return on borrowed 
and invested capital was about 

7 percent in the U. S. in 1974, 
compared with 8 percent in 1973. 
Worldwide returns were 17 percent 
in 1974 and 16 percent in 1973. 


Capital expenditures of 

$280 million were adjusted during 
the year in response to the rapidly 
changing environment. Further ex- 
pansion of capacity and addition of 
equipment to permit the charging 

of all sour crude at the Meraux 
refinery, originally a $60 million 
project which threatened to inflate 
to $140 million, was deferred. The 
offshore drilling fleet, already grow- 
ing apace, took a quantum leap 
when ODECO acquired Storm Drill- 
ing for $109 million cash. The 
outlay for exploration and develop- 
ment, including costs charged 
directly against profit, was increased 
to $107 million from $65 million 

ine 1973: 
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The exploration program is enlarg- 
ing our resource base. Significant 
additions to oil in place were made 
in Canada’s heavy oil belt. Appraisal 
drilling confirmed that the Ninian 
Field in the British North Sea is in 
the giant class. Offshore Louisiana 
and Texas, discoveries were made in 
West Cameron Blocks 104 and 537, 
which were 1974 lease purchases, 
and development drilling com- 
menced in the South Marsh Island 
250, East Cameron 351, and High 
Island 327 and 332 Fields discovered 
earlier. A second discovery was 
made in West African waters. The 
Jay-Fanny Church Field on the 
Alabama-Florida line was extended 
onto our holdings, and a discovery 
was made in Bowie County, Texas, 
at the other end of the Smackover 
trend. 


Mounting costs, prospect of a special 
tax, and government participation 
are causing some to question 
whether the North Sea can be 
developed, particularly the smaller 
finds. Frankly, we as a company and 
Britain as a nation simply must have 
the oil. Nothing so far in our talks 
with Her Majesty’s Government nor 
its announcements indicates that we 
should not go forward. This we are 


NET NATURAL GAS PRODUCTION 
(MILLIONS OF CUBIC FEET A DAY) 


doing, relying on internally gener- 
ated funds and ample debt capacity 
in the United States for our part of 
the capital, approximately 

$300 million over 1975, 1976 

and 1977. 


In addition to emphasizing that the 
pace of earnings growth in 1973 
and 1974 was unsustainable, we 
have pointed out that those high 
profits are somewhat illusory be- 
cause they simply are unavailable 
for distribution to shareholders. Their 
substance is in a strengthened par- 
ent company balance sheet. Over the 
two years long-term debt of the par- 
ent and wholly-owned subsidiaries 
was reduced from $104 million to 
$67 million, whilst shareholders’ 
equity rose from $188 million to 
$312 million. This improved the 

ratio of debt to equity to a rock 
strong .21:1 in the parent company 
account, which is the key, while 
holding total consolidated debt to 
equity and minority interest to a 
respectable .69:1 even after 
ODECO’s heavy borrowing to 
finance expansion of its drilling 
fleet. 


We referred earlier to exhaustion of 
temporary forces which increased 
earnings. Others, such as cost reduc- 
tion measures and benefit of large 
capital expenditures for refinery 
expansion, additions to our contract 
drilling fleet, and exploration, are 
not temporary—or at least are not 
intended to be. Given reasonable 
government policies and public 
attitudes toward tax rates and con- 
trols of various kinds, and a normal 
business cycle, these should ensure 
progression of earnings somewhat 
along the trend discernible in the 
charts from 1965 to early 1973. 


UM Wrst fp 


March 21, 1975 
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NET CRUDE OIL & GAS LIQUIDS PRODUCTION 
(THOUSANDS OF BARRELS A DAY) 


REFINERY CRUDE RUNS 
(THOUSANDS OF BARRELS A DAY) 


REFINED PRODUCT SALES 
(THOUSANDS OF BARRELS A DAY) 


OPEIRATING REVIEW 


Murphy 
Oil Corporation 
Uniied States and South America 


The Arab embargo ended in March 
1973 of 1974, but mandatory product 
7 allocation and price controls, the 


Revenues Oo oe 244 155,000 outgrowth oh NS BINS product 
Capital employed ...........,.55. 128,986,000 
8 shortages, continued throughout the 
Contribution to net earnings ....... oe 21,259,000 = aay 
Daly volumes bare year. “Cost pass through,” “alloca- 
Product sales. . 22.75.23. So e 96,884 tion fraction,” “base period volume,” 
Refinery runs ......-- oo oe 93,561 “iwo tier pricing,” “crude oil entitle- 
Crude oi) produced. =. 50 oo if 857 ments,” and “small refiner bias” be- 
Natural gas produced (MCF) ........... 34,243 came conventional expressions 
Employees i. . 623 emanating from increased govern- 


ment intervention which at the least 
severely diluted the historical free 


ry ee 7 market oil industry in the United 
In addition to activities associated with its role as a “parent company,’ Murphy Giatas 
Oil Corporation conducts exploration and production operations in the United ee 
States and South America and refines crude oil and markets petroleum products EXPLORATION AND PRODUCTION 


in the United States. 
Murphy, Ocean Drilling & Explora- 


tion Company (ODECO) and Ocean 
Oil & Gas Company (Ocean Oil) 


Laying out cables and geophones for seismic survey in Exploratory drilling in southern Louisiana 
southwestern Alabama 


joined with others in acquiring 

39 blocks on the Outer Continental 
Shelf, offshore Louisiana and Texas 
in 1974. These blocks aggregate 
195,000 gross acres at a cost of 
$367 million. Murphy, ODECO and 
Ocean Oil, including the minority 
interests, paid $56 million for 
45,000 net acres. At this writing 
eight tests had been drilled on seven 
of these blocks. Two in Block 104 
West Cameron, Louisiana were com- 
pleted as gas wells and five were 
dry. A well in Block 537 West 
Cameron logged substantial thick- 
nesses of apparent pay sand and is 
considered a discovery though 
untested through pipe. Two tests 
were in progress at year-end and an 
active testing program on other 
blocks in the Gulf of Mexico is 


continuing. 


Other Gulf of Mexico exploration 
drilling resulted in the discovery of 
two new gas fields in High Island, 
offshore Texas on Blocks A-327 
and A-332. 


Geological and geophysical projects 
moved forward in preparation for 
anticipated offshore lease sales in 
the Gulf of Mexico, Gulf of Alaska 
and the Atlantic Coast Continental 
Shelf areas. 


Six inland United States exploratory 
tests were completed. One resulted 
in the discovery of a small Cotton 
Valley (Jurassic) oil field in north- 
west Louisiana and a second, testing 
at year-end, was an apparent 
Smackover oil field discovery in 
northeast Texas. Four exploratory 
wells—Jurassic tests in southern 
Alabama and northeast Louisiana, a 
Tuscaloosa test in south central 
Louisiana and a Smackover test in 
northeast Texas—were dry. 

At year-end an important explora- 
tion well on the Casa Anticline in the 
hard rock country of central Arkan- 
sas was still drilling but was aban- 


doned early in 1975 short of target 
depth due to mechanical problems 
without any encouraging shows. This 
100-percent-interest well had been 
spudded late in 1973. 


On the Alaska North Slope, at year- 
end drilling equipment was moving 
in and “rigging up” had begun for 
the drilling of an Upper Cretaceous 
test. Murphy was to earn a 45-per- 
cent working interest in a 30,000- 
acre lease by paying for 60 percent 
of the well cost. The well was 
abandoned as a dry hole in 
March 1975. 


Inland U. S. development drilling 
produced three oil wells in the 
Delhi Unit, northeast Louisiana; two 
oil wells in the Jurassic trend of 


Development drilling in the Bighorn 
Basin of Wyoming 


southern Alabama; one Tensleep oil 
well in the Bighorn Basin of Wyom- 
ing; and one Cretaceous oil well in 
western Nebraska. One successful 
development gas well was drilled in 
the Delhi Unit and one in the south 
Alabama Jurassic trend. Three gas 
wells added to the already estab- 
lished new gas and condensate 
reserves in the South Sarepta deeper 
pool Gray sand of northwest 
Louisiana. 


Two development wells drilled off- 
shore Louisiana resulted in a gas 
well on Block 250, South Marsh 
Island. The other on Block 19, South 
Pelto was dry. 


In Venezuela Murphy participated in 
11 small interest development wells. 
All were successfully completed oil 
wells drilled to sustain rather than 
enhance production levels. 


Secondary recovery programs in 
central Mississippi, south Arkansas, 
west Texas and north central Mon- 
tana continued to receive particular 
attention. Work which began in 
1973 on the facilities required for 
a pilot tertiary recovery program 
employing carbon dioxide injection 
in a west Texas field was completed 
and early returns are promising. 


Production of crude oil and gas 
liquids inland U. S., in the Gulf of 
Mexico and in Venezuela averaged 
11,200 barrels a day, down about 
600 barrels a day from 1973. 
Natural gas production averaged 
38.5 million cubic feet a day, up 
from 34.2 million cubic feet. In- 
creased offshore production more 
than offset inland declines. 


REFINING 


Governmental actions in Canada 
and the United States affected the 
year’s crude oil input rates at the 
Meraux, Louisiana and Superior, 
Wisconsin refineries. In the U. S. 
the Federal Energy Administration’s 


Murphy Oil Corporation - United States and South America 


mid-year crude oil allocation pro- 
gram increased Murphy’s available 
crude oil by some 30,000 barrels 

a day. This crude oil was purchased 
from other oil companies at their 
average crude cost. This increment 
and about 15,000 barrels a day 
processed for another company 
filled the Meraux refinery during the 
last half of the year at about 
92,500 barrels a day. 


For the first eight months of the 
year, the Superior refinery crude oil 
throughput was the 30,000 barrels 
a day allocated to it by the Cana- 
dian Government. In September 
the Canadian crude oil export 

tax of $5.20 a barrel and resulting 
high cost products forced a reduc- 
tion in crude runs to the operating 
minimum of 20,000 barrels a 

day. 

In September the completion of a 
revamp of the Superior crude oil 
distillation section increased its 
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capacity from 37,000 to 45,000 
barrels a day. Of equal importance, 
perhaps, this project included heat 
conservation measures which 
significantly reduced refinery fuel 
consumption. 


The $60 million expansion and 
modernization project for the Mer- 
aux refinery announced early in 
1974 was indefinitely postponed 
in September due to rapidly escalat- 
ing labor and material costs and 
uncertain crude oil sources and 
DmGes: 


For the year, Murphy processed 
106,800 barrels a day of crude oil 
in its two United States refineries. Of 
this amount, 92,000 barrels a day 
was for Murphy’s own account and 
14,800 barrels a day was for 
another company. 


MARKETING 


A lean and responsive marketing 
organization and generally healthy 
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Fast food stores with self-service gasoline pumps are a recent marketing innovation. 
This is a new Spur Go Shop in the New Orleans area. 


product prices failed to achieve 
the 1973 gross margins on refined 
product sales due to a change in 
inventory pricing coupled with 

the required one-month delay in 
“cost pass through” under Federal 
Energy Administration regula- 
tions. Volumes of products sold 
fluctuated in response to fre- 
quent changes in government 
regulations in the U. S. and Canada 
and, as a result of Canadian Energy 
Board restrictions on crude oil ex- 
ports and the Canadian export tax 
(see Refining above), volumes of all 
products averaged 91,400 barrels 
a day, a reduction of 5,500 from 
1973. Product prices, high at the 
beginning of the year, had de- 
creased markedly by year-end. 


Early in the year, in order to meet 
Environmental Protection Agency 
requirements and Federal Energy 
Administration regulations with 
regard to unleaded gasoline, Mur- 
phy’s entire product distribution sys- 
tem was purged to ensure uncon- 
taminated products at all outlets. 
The original program contemplated 
the substitution of unleaded regular 
gasoline for leaded regular. Thus 
far, however, the public’s demand 
for leaded regular has prohibited its 
elimination and both products are 
still available at most Company 
terminals and service stations. 


Disposition of marginal and sub- 
marginal service station properties 
continued. New station construction 
was curtailed. Stations built or 
otherwise acquired will replace sta- 
tions dropped through normal 
attrition. Remodeling and rebuilding 
was continued at locations desig- 
nated for Spur Go Shops (conven- 
ience stores with gasoline). 


Strong product demand and firm 
product prices have resulted in a 
dramatic decrease in service station 
dealer turnover. 


Lindberg steam injection plant in the 
Cold Lake area of central Alberta. This is 
a major facility in experimental 

tertiary recovery. 


PRINCE 
ALBERT — 
PENINSULA 


Well site, Victoria Island 


Murphy 
Oil Company Ltd. 


Murphy Oil Company Ltd., 77 percent owned, is headquartered in Calgary, Alberta, 
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Canada. It conducts production and exploration operations mainly in the western 
provinces and Arctic islands and markets petroleum products in Ontario and 


Quebec. 


The year 1974 was one of the most 
unpredictable and hectic in the 
history of the petroleum industry in 
Canada. A dispute between Federal 
and Provincial Governments over 
the control and taxation of mineral 
resources continued all year and 
was unresolved at year-end. Fear of 
energy shortages in the eastern 
provinces early in the year changed 
to concern over excessive product 
inventories in the last half and gaso- 
line price cutting became wide- 
spread. As a consequence of these 
events, a change in accounting for 
income taxes which was not 
applied retroactively in the con- 
solidated financial statements and 
the debilitating effect of double 
digit inflation, Murphy Oil Company 
Ltd. earnings decreased. 


EXPLORATION AND PRODUCTION 


Exploration and development pro- 
grams were continued in the western 
sedimentary basin, the heavy oil 
areas of Alberta and Saskatchewan 
and in the far out frontier areas of 
the Arctic and East Coast offshore. 


In the frontier areas, the first well in 
the Sydney Basin near Cape Breton 
Island, offshore Nova Scotia, in 
which Murphy has a 25-percent 
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interest, was dry and abandoned. 
Further seismic work is planned for 
this area to follow up on encourag- 
ing leads encountered in the well. 
Drilling equipment, materials and 
supplies have been barged and air- 
lifted to a location on the Prince 
Albert Peninsula of Victoria Island 
fer the drilling of a rank wildcat. This 
well, required under a farmout 
agreement, will earn Murphy a 
50-percent interest in a spread of 
more than 5 million acres in the 
Arctic. After lengthy weather delays, 
this well was spudded in January 
l9ZO: 


Exploration and development drill- 
ing in the Western Canada sedimen- 
tary basin resulted in one oil well 
and one gas well in the potentially 
prolitic Senlac sand trend in the 
heavy oil area of west central 
Saskatchewan. Additional acreage 
was acquired to supplement Mur- 
phy’s already substantial holdings in 
this area. Due to unrealistic provin- 
cial royalty and taxing programs, 
exploration drilling activity in Sas- 
katchewan was severely curtailed. 


Development of the Grand Forks oil 
pool in south central Alberta con- 
tinued in 1974. Fifteen oil wells were 


2 Materials and equipment were barge 
_girlifted to the well site on Prince Albe 
~ Peninsula, Victoria Island 


drilled during the year and 1975 
calls for further exploratory drilling. 
In the gas-prone area of east central 
Alberta, Murphy drilled two success- 
ful tests in the Boyle and Figure 
Lake areas and made what appears 
to be a significant gas strike in the 
Barrhead area of central Alberta. 


New gas volumes will be delivered 
trom wells drilled in the Princess, 
Cessford, Ferrybank and Clive areas 
of southern Alberta and the Maid- 
stone area of southern Saskat- 
chewan. These wells, drilled because 
of increased sales contract prices, 
are not large individual producers 
but in the aggregate contribute 
meaningful volumes. Aggressive 
drilling will continue in these areas. 


In the heavy oil area of Alberta, 
evaluation drilling resulted in 15 oil 
wells and one gas well. Drilling 
conducted in the Three Hills and 
Cessford areas resulted in five oil 
wells and one gas well. 


One gas well was completed in the 
Osborne area of British Columbia. 
Seismic programs to evaluate hold- 
ings in this province are scheduled 
voln ABsy 

Experimental heavy oil tertiary 
recovery projects at Silverdale, Sas- 
katchewan and Cold Lake, Alberta 
were encouraging and will be ex- 
panded. These thermal recovery 
experiments should result in a large 
scale viable program to recover a 
significantly greater portion of the 
vast reserves of heavy oil in place. 
Conditional approval of a mining 
and upgrading project in the Atha- 
basca area for the Athabasca Oil 
Project group, in which the Company 
has a 10.5-percent interest, was 
obtained early in 1975. The group 
will now have to assess the project 
in all its current economic and com- 
mercial aspects. A cost estimate in 
1975 dollars is expected in March. 


Net crude oil and gas liquids produc- 


tion averaged 8,000 barrels a day, 
up from 7,900 barrels a day in 1973. 
The increase in production, despite 
higher royalties, comes from a full 
year’s operation of the Bracell 
properties acquired in mid-1973. At 
year-end crude oil and natural gas 
liquids production was averaging 
8,100 barrels a day, compared with 
9,500 barrels a day at the end of 
1973. Virtually all of this decrease 
resulted from higher royalties, 
export restrictions and loss of 
demand due to the Canadian export 
tax. 


Production of natural gas averaged 
14.6 million cubic feet a day, an 
increase of .8 million a day over 
1973 due to the Bracell acquisition 
overriding the decrease caused by 
higher royalties. 


MARKETING 

The year began with rapidly rising 
prices for refined products resulting 
from the 30-percent embargo cut- 
back in crude oil supplies. In June 
of 1974 the embargo was lifted but 
by then the entire industry’s market- 
ing activities were being regulated 
by the Federal and Provincial 


A typical “Gas Bar’ pump island in 
Quebec 
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Governments including price guide- 
lines and subsidy programs for 

the importation of crude oil 

and refined products. 


Unprecedented high product prices 
and earnings flow-through (mainly 
in inventories), experienced early in 
the year, by year-end had changed 
to a low-priced market glutted with 
product. Reduced demand—the result 
of high prices, abnormally warm 
weather and a deepening recession— 
caused the widespread price 
reductions. 


Murphy partly offset the adverse 
supply and product price problems 
by marketing products made from 
lower cost Western Canadian crude 
oil moved eastward by way of Van- 
couver and the Panama Canal and 
by close control of operating costs. 
As a result, the marketing segment 
of the Company again made a 
significant contribution to net 
earnings. 


In addition, Murphy’s marketing 
representation was materially 
strengthened by the addition of new 
independent dealers, jobbers and 
consumer accounts, which overcame 
losses due to attrition and competi- 
tion. Marginal service stations were 
closed and sold and were replaced 
by outlets of greater potential. At 
year-end all remaining Company- 
operated service stations had been 
converted to lessee-dealer manage- 
ment. Some conversion to self-service 
stations had commenced on an 
experimental basis and 48 
Company-controlled stations and 
19 independent dealers were able to 
market unleaded gasoline at the 
end of the year. 


Average service station volume for 
the year was 25 percent ahead of 
1973. Sales of all refined products 
averaged 20,200 barrels a day, 
compared with 20,600 barrels a day 
ay EAS. 


Murphy 
Eastern Oil Company 
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Murphy Eastern Oil Company, 100 percent owned, headquartered in London, 
England, carries on an integrated petroleum business in Europe, Africa and the 
Middle East. 


uy 


ODECO’s 50%,-owned Ocean Kokuei drilling in the Ninian Field (Block 3/3) in the 
North Sea. This semisubmersible self-propelled unit is drilling its fourth well on this block. 
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Murphy Eastern Oil Company com- 
pleted another year of spectacular 
earnings. In the first part of the year, 
high earnings rates resulted from a 
strong demand for products and 
high product prices. Later in the year 
as inventories rose and demand 
softened, margins narrowed sub- 
stantially as prices dropped sharply. 


EXPLORATION AND PRODUCTION 


The extension of the newly dis- 
covered Ninian Field in the United 
Kingdom area in the North Sea into 
Block 3/3 was verified during 1974 
by the successful completion of the 
3/3-1 stepout well. Two subsequent 
appraisal wells indicate that the 
greater portion of this giant oil field, 


Ninian 
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Ninian Field, North Sea 


as that term is understood in explo- 
ration circles*, lies in Block 3/3. All 
three wells were drilled by ODECO’s 
50-percent-owned semisubmersible 
barge, Ocean Kokuei, and it is sched- 
uled to drill a third appraisal well 
early in 1975. Murphy and ODECO 
each holds a 10-percent interest in 
Block 3/3. 


The Ninian Field will be developed 
as a unit with Block 3/8. Contracts 
have been let for two platforms and 
deliveries of 36-inch pipe for the 
pipeline to Sullum Voe, Shetland 
Islands will start early in 1975. 


Four new development wells were 
completed in the Sassan Field in the 
Persian Gulf and three producing 
wells were worked over. Net produc- 
tion from the field averaged 24,000 
barrels a day, an increase of 1,000 
barrels a day over 1973. Planning 
the Bahram Field (“W” structure) 
development continued and seismic 
work was done in the “H” area of 
Block Ill. 


Net crude oil production continued 
its expected decline in Libya and 
averaged 1,300 barrels a day for 
the year, 500 barrels a day less 
than 1973. As the year ended, 
preparations were under way for 
drilling an exploratory well in 
Block 104 A. Murphy has a one- 
sixth interest in the Libyan 
concessions. 


In Gabon, the 1972 well, which 
earned Murphy a 20-percent interest 
and ODECO and Ocean Oil 10 
percent each in the Doree Permit, 
was put on production in September. 
Net crude oil production at year- 
end was averaging about 300 
barrels a day. Seismic work con- 

_ tinued during the year in an attempt 
to delineate additional prospects. 
*Outside North America, a field containing 


at least one billion barrels of recoverable 
crude oil 


Murco Petroleum “EP” branded station near London 


Elsewhere in the Eastern Hemisphere, 
seismic work was carried out on the 
Bir Tourkia Permit in Tunisia and 

in the Gulf of Tunis. A seismic survey 
completed in Mali, West Africa, in 
which Murphy has a substantial 
interest, was being interpreted and 
initial results show promise. The 
feasibility of developing the gas 
discovered in 1969 in the Norwegian 
area of the North Sea has been 
kept alive but the political environ- 
ment is not encouraging. Seismic 
data has been obtained for several 
areas offshore Great Britain and a 
concession application has been sub- 
mitted in Pakistan. No progress was 
made on the New Zealand farmout 
during the year. 


REFINING AND MARKETING 


Western Europe and Mediterranean 
cargo market prices declined drama- 
tically as demand pressures eased 
and the shortages of late 1973 and 
early 1974 gave way to surpluses in 
crude oil availability, ocean trans- 
portation and refining capacity. 
Refining margins were adversely 
affected by the Italian Government's 
imposition of temporary export 
controls on the traditionally “export 
oriented” third party refinery on 
Sardinia in which Murphy processes 
crude oil. In the last quarter, refinery 
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runs were minimized and the crude 
oil sold since returns were better 
than yields that could be realized 
from refined product sales. 


Murphy’‘s European product sales 

for the year averaged 33,400 barrels 
a day, compared with 36,800 in 
1973. Crude processed at Sardinia 
averaged 34,000 barrels a day, 
compared with 37,300 barrels a day. 


Plans for a refinery in the Thames 
estuary on Canvey Island received a 
setback in September when Her 
Majesty's Government ordered a 
Public Enquiry to study the desir- 
ability of revoking the construction 
permit. A hearing is scheduled for 
early 1975. 


In the United Kingdom, gasoline 
sales slowed under the impact of 
government controls and a rise in 
pump prices equivalent to about 
60 cents a U. S. gallon. Some im- 
provement was made in gross 
margins over 1973 but most of the 
price increase flowed through to the 
government in the form of a value 
added tax. A program of station 
modernization and maintenance con- 
tinued throughout the year. New 
outlets for the most part displaced 
those dropped or lost to competition. 


Service station sales were 4,900 


barrels a day versus 5,300 barrels a 
day in the prior year. 
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The Ocean Scout leaving Chesapeake 
Bay enroute to the Gulf of Mexico was 


completed and joined ODECO’s fleet 
early in 1974, * 


Ocean Drilling 
& Exploration Company 


Ocean Drilling & Exploration Company (ODECO), 51 percent owned, is head- 
quartered in New Orleans, Louisiana. It conducts exploration and production 
operations and owns and operates the world’s largest fleet of offshore drilling 


barges. 


Ocean Drilling & Exploration Com- 
pany (ODECO) again had another 
year of extraordinary growth and 
record earnings in 1974. Its drilling 
and diving business enjoyed un- 
precedented prosperity during dif- 
ficult economic and political times. 
Demand for its specialized services 
was never better and the acquisition 
of another major offshore drilling 
company late in the year made 
ODECO the world’s largest offshore 
drilling contractor. 


CONTRACT DRILLING 


Contract drilling revenues increased 
about 41 percent during 1974 
largely because five rigs contributed 
income for their first full calendar 
year. One new semisubmersible was 
completed and joined the fleet in 
the second quarter. In a strong 
demand environment, ODECO had 
full rig utilization as well as higher 
contract drilling day rates. 


To ensure the maintenance of its 
share of an expanding market, in 
December 1974 ODECO successfully 
tendered for the Common Stock of 
Storm Drilling & Marine, Inc. (Storm), 
a contract drilling and marine serv- 


ice firm. Storm operated 11 off- 
shore drilling rigs and had three 
more under construction, and 32 
service vessels and four under con- 
struction. By purchasing Storm, 
ODECO obtained units at work while 
demand was still high and units 
under construction at costs that could 
not be equalled now and which 
promise to come into service before 
demand falls off. At year-end 

99 percent of the Storm Common 
Stock had been acquired by ODECO. 


In addition to the units gained in 
the Storm acquisition, ODECO’s 50- 
percent joint ventures had four deep 
water drilling units under construc- 
tion at year-end. Three of these 
units are semisubmersibles designed 
to operate in deep, rough water 
areas anywhere in the world at 
water depths ranging from 1,000 to 
1,500 feet. The fourth unit under 
construction is a dynamic positioned 
drillship (the first for ODECO) 
designed to operate at water depths 
up to 3,000 feet. 


With the Storm acquisition and joint 
venture units, ODECO now offers a 
broad spectrum of drilling units 
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widely dispersed. Summing up, the 
fleet now consists of 36 units in all. 
Completion of construction will add 
two semisubmersibles, two jack-ups 
and one drillship in 1975 and one 
semisubmersible and a drillship 

in 1976. 


At year-end eight submersibles, 

six jackups, five semisubmersibles 
and one drillship were in the Gulf 

of Mexico; two jackups and six semi- 
submersibles were in the North Sea; 
three jackups and one drillship were 
off the west coast of Africa; a semi- 
submersible and a drillship were 
working offshore Brazil; one semi- 
submersible was off Australia; and 
another near South Vietnam. 


Sub Sea International (Sub Sea), 
ODECO’s subsidiary diving com- 
pany, enjoyed excellent demand for 
its specialized underwater services 
and contributed to consolidated 
earnings for the first time. Sub Sea 
is an important research and devel- 
opment arm of the Company, facil- 
itating the extension of all its opera- 
tions into deeper waters and more 
severe environments. 


EXPLORATION AND PRODUCTION 


As reported under Murphy’s U. S. 
exploration and production, ODECO 
and its 63-percent-owned subsidiary, 
Ocean Oil & Gas Company (Ocean 
Oil), together with Murphy and 
others, successfully bid on 39 Gulf 
of Mexico lease blocks at Federal 
sales offshore Louisiana and Texas 
during 1974. Eight of the 39 tracts 
were off Texas and 31 off Louisiana. 
ODECO and Ocean Oil spent 
about $14 million and $24 

million, respectively, for combined 
interests ranging from as little as five 
percent to as much as 73 percent in 
195,000 gross (31,000 net) prospec- 
tive acres. At year-end only six of 
the 1974 acquisitions had been 
tested and two tests were drilling. 


Ocean Drilling & Exploration Company 


Evaluation of seismic data is pro- 
gressing in anticipation of 1975 
offshore sales. Two are presently 
scheduled for the Gulf of Mexico, 
one off the Middle Atlantic Coast 
and one in the Gulf of Alaska. 


Gulf of Mexico exploration drilling, 
including tests on new leases, was 
unusually successful, at least statis- 
tically. Five or possibly six of the 
wells have located reserves sufficient 
to warrant further development. 
These promising wells are located 
on West Cameron Blocks 104 and 
537, East Cameron Block 351 and 
South Marsh Island Block 250, all 
offshore Louisiana, and High Island 
Blocks A-327 and A-332, offshore 
Texas. Plans call for a continued 
active and accelerated exploratory 
drilling program in the Gulf of 
Mexico in 1975. 


Development in the Gulf of Mexico 
was concentrated offshore Louisiana 
in the Ship Shoal, South Pelto and 
Vermilion areas. Successful wells 
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were completed in the Ship Shoal 
area in the south halves of Blocks 
224 and 246 and in Block 248. 
Development in these areas continues 
and platforms have been ordered 
for Block 224 north and Block 248 
Three wells were drilled in the far 
western area of the Ship Shoal 
Block 113 Field. Two added to that 
field’s reserves and indicated new 
prospects. 


In the Vermilion Block 16 Field, two 
wells resulted in one single and one 
dual gas well. A steady program of 
workovers and new drilling is 
scheduled for next year. 


Exploration outside the United States 
was highlighted by the extension of 
the Ninian Field into Block 3/3 in 
the United Kingdom area of the 
North Sea. ODECO, like Murphy, 
has a 10-percent interest in this 
block. Two stepout wells indicate 
that Ninian is a giant” field, most 
of which is in Block 3/3. The field 


€ 
Diving bell and decompression chamber-typical of modern diving apparatus owned 
and operated by ODECO’s Sub Sea International 
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will be developed as a unit with the 
owners of Block 3/8 to the south 
and two development platforms have 
been ordered and pipeline construc- 
tion is under way. Production should 
begin in late 1977-early 1978. 


Also in the United Kingdom area of 
the North Sea, one dry hole was 
drilled in Block 15/28 and a delinea- 
tion in the Amethyst Field in Block 
47/14A was approved for drilling 
in early 1975. No exploration 
activity occurred on ODECO’s Nor- 
wegian North Sea concessions. 


Four successful wells in the Breme 
Field, Gabon, West Africa confirmed 
this field’s potential. Plans are 
going forward for placing Breme 
on stream in 1976. 


Seismic work continued in Tunisia 

on all three permits—in the Gulf of 
Tunis, the Gulf of Gabes and inland 
on Bir Tourkia. Farmout oppor- 
tunities are being pursued in this 
area. No farmout drilling progress 
was made in New Zealand due to 
unfinalized negotiations between 
the government and permit holders 
regarding participation. 


Domestic production declined some- 
what during 1974, partly the result 
of reservoir depletion and partly 
because of damage to surface pro- 
duction facilities in the two most 
important offshore fields—Ship Shoal 
Block 113 and South Pelto Block 20— 
from Hurricane Carmen. At year- 
end repairs, replacements and the 
restoration of production was 
nearing completion. 


In Gabon, the Doree Field in the 
offshore Ikando Permit, discovered in 
1972, came on stream in September 
and is averaging about 1,200 gross 
barrels a day. ODECO and Ocean 
Oil each has a 10-percent interest 
and Murphy a 20-percent interest in 
this field. 


*/bid, page 13. 


Deltic Farm 
& Timber Co., Inc. 


Revenues 


Deltic Farm & Timber Co., Inc., 100 percent owned, is engaged in farming, timber 
and sawmill operations in South Central United States. Its headquarters are 


in El Dorado, Arkansas. 


After housing starts fell off abruptly 
in the fall of 1973, Deltic Farm & 
Timber Co., Inc. and the lumber in- 
dustry welcomed the anticipated 
resumption of building activity early 
in 1974, promising a good year. 
The recovery was short-lived and 
was followed by a precipitous price 
decline still existing at year-end. 
Relatively normal farming returns 
could not avert a decline in Deltic’s 
1974 earnings. 


Stumpage prices lagged behind the 
fall in product prices and served to 
eliminate manufacturing margins 
and ultimately to dry up log sup- 
plies. After two years of highly 
profitable Chip-N-Saw® mill opera- 
tions at Ola in north central 
Arkansas, 1974 operations were cut 
back to two abbreviated shifts 
(about 70 percent of capacity). 
Start-up of Deltic’s second mill at 
Waldo in southwest Arkansas was 
early in the year and it caught the 
brunt of falling margins during its 
start-up phase. Operations there 
were cut back to a one-shift holding 
pattern to “sweat out” a recovery in 
the lumber markets. Ola and Waldo 
were both in this position as the 
year ended. 


Each mill is operationally sound and 


ably staffed and both have excel- 
lent production capabilities. They 
will be profitable assets when normal 
market conditions return. 


Cotton yields, reduced by record 
rainfalls at the wrong times during 
the growing season and especially 
wet weather during the harvest, were 
below average per acre. About 40 
percent of the cotton crop was 
booked early in the year at a 
relatively high price. The rest of the 
crop has not been sold because at 
harvest time prices were too low. 
Soybean yields were better than 
average despite equally rough 
weather during the harvest. Bean 
prices were substantially above those 
realized in 1973. 


Deltic’s continuing farm and timber- 
land acquisition and conversion 
efforts brought about an increase of 
1,000 acres in farmlands and 6,000 
additional acres of timberland. At 
the end of 1974, Deltic owned 
23,000 acres of farmlands in north- 
east Louisiana near the Mississippi 
River and 195,000 acres of timber- 
land in north and south Arkansas 
and in north Louisiana. In addition 
Deltic managed 11,000 acres of 
farmlands and 127,000 acres of 
timberland for other owners. 
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Deltic’s modern cotton harvesting equip- 
ment, essential to large-scale farm 
operations 


Logs from Deltic’s own timberlands provide 
part of the raw material for its two 
Arkansas sawmills. 


FINANCIAL REVIEW 


Consolidated Summary 


of Revenues and Net Earnings 


(Thousands of dollars) 


EARNINGS 
BEFORE EXTRA- 
INCOME INCOME ORDINARY MINORITY NET 
REVENUES TAXES TAXES ITEMS INTEREST ~— EARNINGS 
United States and South America—1974..... 
1973 244,155 21,713 454 _ _ 2) 207 
Mioay Gi Comocny lid =. 
64,187 8,516 120. — 1,900 6,496 
Maony fase Ol Compamy... =... ...... 
115,584 48,924 17,803 — — e112] 
Ocean Drilling & Exploration Company. ..... |,7% 
83,/97-. 20,654 3,629 _ ZAy7 Gods 
Peli rors timberCo Inc... . . 
9,399 3,036 163 _ ye. 267) 
Interest and other earnings. ............- 
2,614 2,014 — _ — 2,014 
Mietcompcny fansaciions.. .. 6. 6 we ee 
(ley 20) a ws — os — 
Deore ec expense. ee 
— (12,488)* 12,943 5,060 — (20,371) 
fod 1974 0 : 83 : } 13,009 60,944 
SEG 511007". 92569 35,112 5060 Vary 53,536 
*Unallocated expense: 1973 
ieresh ea 7,047 
Provision for foreign losses... .... 2,897 
General and administrative. ......... 1,614 
Depreciation and amortization. ....... 330 
12,488 


tCumulative effect of change in accounting 


MUR PHY 


OIL CORPORATION 


and Consolidated Subsidiaries 


Five-Year Summary 


(Dollars in thousands, except per-share amounts) 


CONSOLIDATED SUMMARY OF EARNINGS 1974 1973 1972 197] 
REVEMUGS Catia. 65 es G cpee aout ace AN IE aa $878,992 511,007 386,909 328,584 
Crude oil) products: amd operating expenses.) 1 nae wen enero erence nae 588,572 S220388 266,195 224 59] 
ExplororlonirexDenses.< os auc cis otic o A Oe aaa eee ee ere 28,757 26,342 W637, 13,39 
INFEreSt -SXOenSe: 0. qeea seme ee a a oh ae ee tee eaten ae ane Mae meee 16,5211 13,997 10,764 8,821 
Federal ond sidie: ImeOmectaxes i. clei. 0) eens ene een ee eee 12,360 IGLONS 1,778 3,634 
FORGIGM: ICOM: HAKES™ loro wate ts ee oe carne ee as are eee eer ee 67,479 19,497 13,233 11,107 
Earnings before extraordinary items and cumulative 

Shieci OF GCCOUMMNGLCAOMGS: ee amare rate) sane ohare nee ores 66,605 48,478 14,306 11,106 
Extraordinary items (met) less relateci income faxes 2.2254. .4526 2. ae _ 5,060 (28) — 
Cumulative effect on prior years of accounting change ................ (5,661) _ _ = 
Net LSGPAIRGSS 7.3.6 sas chs Atle eee Shree one ek ee ecae e ee er ec 60,944 93,000 14,278 11,10¢ 
Divicenacks on Preterrec! cinel.Preveraince SIOEK os .ccccunncccccavescacce 114 142 986 1,09€ 
Nef ecrnings: opplicable tosCommonm Stock ener) atc eens nn ee 60,830 53,396 lop202 10,002 
Per Common and Common equivalent share: 

Earnings before extraordinary items and cumulative 
effect of Gecoumine chance ae teas ie nee re Sra 5:06 AN Nee 01 
Niet eaintingS a5. ace eet ie et ee een ti rear et geet: Aas 4.90 4.59 01 
Per Common share assuming full dilution: 
Earnings before extraordinary items and cumulative 
elfech Of CccOuMbing: ChamGeis ae anime eeeo eee ma nn con a2) 3.89 AahZ 97 
Nef reGtniniGs 25 acne: apeususel teen snes Matern connec een Geen Ry aeuey ee metre ger 4.84 4.29 1et7 I 
Gash diviclends per Gomimom sh crema yw. aes e-nel og ames an ae ea .60 SCH) .30 ol 
REVENUES AND CONTRIBUTION TO EARNINGS BY SEGMENTS 
Revenues 
Pétroleuri— Nort hcAmericdi a. aes ioe Sen eaen cae eRe rine et $509,526 305,797 247,194 220,08C 
OWVSrSO US Bac ete heater cen fee tere tne ee tan rare wien non 231,952 113,676 69,722 51,624 
Contract drilling: and related—North America| 922555. <ctsets oi 50,506 30,268 24,795 23,308 
OVERSC OSS ee eee ee 50,380 38,523 26,852 20,71 
Agriculture; timber ond lumber Wa sacs oe wa tee mere oceeactenenne ters 11,653 8,811 7 836 3Olk 
ORS ea Bel ote tated A Gs Oe en ede Cet oe ean hme eae 24,975 3972 10,510 O 1ce 
‘e191 Ree meRE Se Rann RE tm ee retin eae ants ts het in SR $878,992 511,007 386,909 328,584 
Contribution to earnings 
Pernroleuin=INemin ZNMEFICC! cococccnde nooner odsnncaonovedueder $ 12,566 DD Soo) (246) 1,95€ 
BN crictole pet MH yn sive i ONDE a eA ete <Gie asta Galt aU LG eens Bleed 40,644 26,192 4,546 3,205 
Contract drilling and related—Nerth America =. 2525. 8s sue eee 14,032 5,024 3,301 4,03¢ 
OWeliielebe aye crarawov Getaaies ant tee ok etdeo Geer'c 10,749 7,816 Onl73 4597 
Agriculture. timber cond) (Unter kins <a eiaeneitcn sate eas ergy ieee 974 DS) 2,310 94C 
Fecerell Cia! SiGiS HNCOMIE HERES aco cocevoovdnungoedyovonedoune (12,360) (Soils) (1,778) (3,634 
Earnings before extraordinary items and 
SUlmlontiey Giieen ©) teleonimine| melted 6. cron no useun oc $ 66,605 48,478 14,306 11,106 


Per-share amounts adjusted to reflect a two-for-one stock split effected in 1974. 


Corporate overhead and interest expense are allocated in determining the contribution to earnings by segments. 
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1970 


277 ,564 
190,467 
LOZ 1S 


186,294 
46,574 
20,073 
15,771 

1,943 
6,909 


277 564 


Analysis of Consolidated Summary of Earnings 


Earnings for 1974 benefited from 
increased domestic crude oil and 
natural gas prices and higher natural 
gas volumes, excellent refined prod- 
uct margins in Western Europe 
early in the year and a strong 
demand for contract drilling barges 
and a larger fleet. 


The effect of a write down of cer- 
tain producing oil and gas properties 
located overseas to net book value 
for local income tax purposes was to 
reduce 1974 net earnings by 
$5,114,000, $.41 a Common and 
Common equivalent share. 


In order to achieve a better match- 
ing of current costs and current 
revenues and to conform to the pre- 
dominant industry practice, the 
Company changed its inventory 
valuation method from first-in, 
first-out (FIFO) to last-in, first-out 
(LIFO) for all crude oil and petroleum 
product inventories except for 
inventories owned by foreign sub- 
sidiaries in the United Kingdom and 
Canada. The effect of the change 
was to reduce net earnings in 1974 
by $14,475,000, $1.17 a Common 
and Common equivalent share. 


In 1974 the Company’s 77%-owned 
Canadian subsidiary adopted retro- 
actively deferred tax accounting for 
certain exploration, development 
and lease acquisition costs in order 
to comply with a ruling issued by 
the Canadian Provincial Securities 
Administrators requiring compliance 
with Bulletin 26 issued by the Cana- 


dian Institute of Chartered Account- 
ants. The cumulative effect of the 
accounting change, $5,661,000, 
$.46 a Common and Common 
equivalent share, was charged 
against earnings in 1974. This 
change in method of accounting 
reduced earnings before cumulative 
effect of accounting change in 1974 
by $1,991,000, $.16 a Common and 
Common equivalent share. 


Murphy’s earnings began turning 
downward late in the third quarter 
of 1974 and earnings in 1975 are 
not expected to reach the unusually 
high levels achieved in 1974 and 
1973. 


The marked increase in earnings in 
1973 was due to significantly higher 
price levels, especially in the Euro- 
pean cargo market, increased pro- 
duction of crude oil and gas liquids 
and natural gas, higher refinery 
inputs and refined product sales 
volumes and increased earnings 
from contract drilling mainly as a 
result of additions to the barge fleet. 
Earnings also benefited from a 
foreign tax credit carryforward of 
$5,060,000, $.44 a Common and 
Common equivalent share. Pro forma 
net earnings for 1973 assuming 
retroactive application of the change 
in accounting for Canadian income 
taxes were $51,179,000, $4.39 a 
Common and Common equivalent 
share. The effect of retroactive 
application on years prior to 1973 
is not significant. 
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Financial Review 


Loading rack at Murphy Oil Company Ltd’s 
modern Ottawa Terminal 


EARNINGS 


Consolidated net earnings were 
$60,944,000, equal to $4.90 a 
Common and Common equivalent 
share, after providing $114,000 for 
dividends on the Preferred Stock. 
Included in net earnings was a 
special charge of $5,661,000, equal 
to $.46 a share, to record the cumu- 
lative effect to December 31, 1973 
of an accounting change by Murphy 
Oil Company Ltd. required by the 
retroactive adoption of deferred tax 
accounting for prior years. Fully 
diluted earnings a share were $4.84. 
In 1973 consolidated net earnings 
were $53,538,000, equal to $4.59 a 
Common and Common equivalent 
share. Included in 1973 earnings 
was an extraordinary gain of 
$5,060,000, equal to $.44 a share, 
arising from utilization of foreign 
tax credit carryforward. Fully diluted 
earnings a share were $4.29 in 
1973. In 1973 dividends on the 
Preferred Stock were $145,000. 
Outstanding Common and Common 
equivalent shares averaged 


12,423,392 in 1974: and 11,626,350 
in 1973. Earnings per share and 
average shares outstanding have 
been adjusted to reflect a stock 
dividend which effected a two-for- 
one stock split on May 8, 1974. 


REVENUES 
Consolidated revenues were 


$878,992,000, a new high by a wide 
margin, and a 72.0-percent in- 
crease over the $511,007,000 1973 
total. Sales increased 75.9 percent 
from $428 244,000 to $753,131,000. 
Volumes of refined product sales 
averaged 145,000 barrels a day 
during the year, down 6 percent 
from 154,300. Volumes decreased 
5.7 percent in the United States, 
1.8 percent in Canada and 9.4 per- 
cent in Europe. Higher product 
prices overcame the effect of reduced 
volumes and served to increase 
petroleum prcduct sales from 
$378,052,000 to $634,318,000, or 
67.8 percent. 


Agricultural, timber and lumber 
sales increased 32.3 percent, from 
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Drilling “shot holes” for seismic survey 
work in northwest Texas 


$8,811,000 to $11,653,000, as a 
result of a full year’s production, 
albeit at reduced capacity, from a 
new sawmill and good soybean 
yields and prices. These factors off- 
set below average cotton yields and 
a dismal lumber market whicn 
existed most of the year. 

Oil and gas sales to third parties 
increased from $41,381,000 in 
1973 to $107;160,000 or 159.0 
percent. All of this increase resulted 
from increased crude oil and gas 
prices, a 20.9-percent increase in 
natural gas production and the 
diversion of Persian Gulf crude oil 
from refining input to crude oil 
sales in the latter part of the year. 
This was a factor in the reduction in 
petroleum product sales volumes in 
Europe. Crude oil and gas liquids 
produced averaged 51,600 barrels a 
day for the year, compared with 

SF NGO) ele WSEAS. 

Drilling and other operating reve- 
nues increased from $70,879,000 to 
$109,271,000, a significant 54.2 
percent gain. Contract drilling 


revenue was $95,277,000, compared 
with $67,550,000. This 41.0-percent 
increase resulted from increased 
day rates, fleet additions during the 
year and a full year’s earnings on 
drilling barges added to the fleet in 
1973. Diving revenue soared to 
$5,609,000 from $1,241,000 due to 
additional units in service and 
strong demand. Drilling barge 
design fees totaled $1,430,000 in 
1974, compared with $169,000 in 
1973. Other operating revenues, 
mostly refinery processing fees, were 
$6,955,000, compared to 
$1,919,000 in 1973. 


Interest and other revenues increased 
to $16,590,000 from $11,884,000, 
a gain of 40.0 percent, primarily 
from larger amounts being available 
for short-term investments at higher 
yields and increased earnings of 
unconsolidated subsidiaries. 


COSTS AND DEDUCTIONS 


Consolidated costs and deductions 
were $812,387,000, compared with 
$462,529,000 in 1973. They were 
92.4 percent of total revenues in 
1974, compared to 90.5. Costs of 
crude oil, products and related 
operating expenses increased 91.5 
percent from $287,537,000 to 
$550,700,000. Despite reduced 
volumes of refined product sales, 
these costs were higher due to 
costlier purchased crude and 
accelerated inflation of operating 
labor, materials and supplies. Costs 
of crude oil, products and related 
operating expenses were 73.1] 
percent of sales revenue in 1974 

as against 67.1 percent in 1973. 


Drilling barge and other operating 
expenses were up $13,376,000 or 
54.6 percent from $24,496,000 to 
$37,872,000. Aside from inflation 
these expenses rose as the fleet 
grew. There were 9,400 rig days 


available in 1974 versus 7,600 in 
1973. As a percent of contract 
drilling and related revenues, drill- 
ing barge and other operating 
expenses rose from 35.5 to 37.5 
percent. 


Exploration expenses, including 
$12,638,000 of dry hole and aban- 
donment costs, increased $2,415,000, 
equal to 9.2 percent, during the 
year to $28,757,000. In 1973 dry 
hole and abandonment costs were 
$13,025,000 and total exploration 
expenses were $26,342,000. Most 
of the modest increase represents 
$1,160,000 more in amortization of 
nonproducing leases due to un- 
usually large expenditures in Gulf 
of Mexico lease sales and a 
$1,562,000 increase in geophysical 
costs arising from increased activity 
in Alaska, Midwestern United States, 
the Gulf of Mexico, the Arctic 
islands and off the northeast coast 
of Canada. As a percent of total 
revenues, exploration expenses were 
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Selling and general expenses were 
$27,233,000, compared with 
$23,600,000, a 15.4-percent in- 
crease. Compared to total revenues, 
they were 3.1 percent in 1974 and 
4.6 percent in 1973. This decrease 
per revenue dollar was the result of 
continued cost consciousness in all 
areas of the enterprise. The increase 
of $3,633,000 in absolute dollars 
was almost entirely the result of 
inflation except in Ocean Drilling & 
Exploration Company (ODECO) 
where expansion of the business was 
a major factor. 

Depreciation and depletion in- 
creased 22.4 percent from 
$31,533,000 to $38,600,000. Of 
this increase, $3,445,000 was due to 
a full year’s operation of 1973 
drilling barge additions and a 
partial year on 1974 additions. Most 
of the remainder was the result of 
additions to the refineries and to 
production facilities. 


During the first quarter of 1974, the 
value of producing oil properties 


Arctic Islands well location on Prince Albert Peninsula, Victoria Island 
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outside North America was written 
down to net book value, as that 
term is generally understood by tax 
authorities overseas, by a charge 

of $7,584,000. There was no similar 
charge in 1973. 


Provision for foreign losses rose from 
$4,833,000 to $5,310,000, an 
increase of $477,000. All of this 
increase was provided for exchange 
losses on loans payable in a foreign 
currency because of the gradual 
deterioration of the United States 
dollar during the year. 


Taxes other than income taxes were 
$6,962,000, compared with 
$5,700,000 in 1973. Interest expense 
was $16,521,000, an increase of 
$2,524,000 over 1973. About 
$1,250,000 of the increase 
occurred at the end of the year in 
connection with debt incurred in 
ODECO’s purchase of Storm Drilling 
& Marine, Inc. (Storm). The rest of 
the increase is due to increased 
interest on variable rate debt. The 
decrease in Federal and state income 
taxes from $15,615,000 to 
$12,360,000 is due to a reduction 
in U. S. and foreign source taxable 
earnings. Foreign income taxes 
soared to $67,479,000, a specta- 
cular increase of $47,982,000 or 
246.1 percent over 1973's 
$19,497,000. Tax rates in Iran, Libya 
and Venezuela were raised signif- 
icantly from time to time during 
1974. 


Excise taxes totaling $144,463,000 
were collected from the Company’s 
customers and paid to governmental 
agencies. This is a decrease of 
$2,191,000 from the prior year. 


CAPITAL EXPENDITURES 

In 1974 capital expenditures were 
$280,169,000, compared with 
$117,985,000 spent in 1973. Addi- 
tions to property, plant and equip- 
ment of $263,937,000, an increase 


of $160,797,000, are detailed on 
page 25. Expenditures of 
$16,232,000, including $12,493,000 
for'dry holes, were expensed. Dry 
hole costs for 1973 were 
$12,719,000. 


Expenditures for exploration and 
production totaling $107,111,000 
were made up of $10,861,000 in 
inland United States, $70,037,000 in 
the Gulf of Mexico, $11,682,000 in 
Canada, $5,600,000 in the United 
Kingdom area of the North Sea, 
$4,079,000 in North and West 
Central Africa, $3,100,000 in the 
Persian Gulf and $1,752,000 in other 
areas. The Gulf of Mexico expendi- 
tures include $56,200,000 for the 
acquisition of an interest in 39 lease 
blocks purchased at 1974 Federal 
lease sales. 


Refinery expenditures of 
$12,719,000 include additional 
tankage at both refineries, sulfur 
plant facilities and a distillate hydro- 
treater unit at Meraux, Louisiana, 
revamping of the crude preflash unit 
at Superior, Wisconsin and other 
miscellaneous additions and 
replacements at both. 

Service station and other marketing 
and distribution replacements, re- 
modeling and conversions to self- 


service and Spur Go Shops (conven- 
ience stores with gasoline) cost 
$5,518,000. Of this amount, 
$2,949,000 was spent in the United 
States, $1,204,000 in Canada and 
$1,365,000 in the United Kingdom. 


Additions to drilling barges and 
related equipment exclusive of the 
Storm purchase totaled $10,650,000 
primarily for completion of the 
Ocean Scout and progress payments 
on the Ocean Endeavour and Ocean 
Ranger under construction at 
year-end. Additions to diving 
equipment cost $1,955,000. 


Capital expenditures for property 
and equipment involved in the Storm 
acquisition were $108,182,000 for 
drilling barges in operation and 
under construction, $12,964,000 for 
service boats and tugs and 
$1,759,000 for land, buildings and 
related property. 


Farm, timber and sawmill capital 
expenditures were $3,725,000— 
$105,000 for farmlands, $2,187,000 
for timberland, $640,000 for saw- 
mills and $793,000 for farm and 
timber equipment. 


CAPITAL EMPLOYED 
On February 6, 1974, Murphy Oil 
Corporation called for redemption 


24 


all of the outstanding 594 Convertible 
Debentures Due 1989. These deben- 
tures were sold in Europe in 1969. 
Of the $25,000,000 principal amount 
of debentures originally issued, a 
total of $24,903,000 principal 
amount was converted into 497,566 
shares of Common Stock. The 
remaining $97,000 was redeemed. 


On May 1, 1974, the Common 
stockholders of the Company ap- 
proved an amendment to its Certifi- 
cate of Incorporation increasing the 
authorized number of shares of 
Common Stock from 8,000,000 to 
18,000,000. The purpose of this 
amendment was to permit the 
Board of Directors to effect a two- 
for-one split of the Common Stock 
effective at the close of business 
May 8, 1974. An amount equal to 
$1.00 per share for each share of 
Common Stock issued as a stock 
dividend ($6,290,000) to effect the 
split was transferred from Retained 
Earnings to Capital Stock. 


Working capital at year-end was 
$93,858,000, a decrease of 
$5,131,000 during the year. Long- 
term notes payable, excluding cur- The Meraux sulfur unit, in the center background, under construction at year-end, 
rent maturities of $29,982,000, were — will enable the refinery to process a higher proportion of sour crude oil. 
$263,732,000, an increase of 
$118,692,000. Exclusive of new debt 
associated with the Storm purchase 
of $130,327,000, long-term notes 
payable decreased $11,635,000. 


Stockholders’ equity increased 
$71,727,000 during the year to a 
total of $311,923,000 at year-end. 
Of the increase, $21,046,000 was 
the result of the conversion of the 
debentures noted above. During the 
year cash dividends of $114,000 
were paid on the Preferred Stock 
and $7,484,000 on the Common 
Stock. Treasury stock increased 
$1,385,000 the net cost of 52,752 
additional shares on hand at 
year-end. 


25 


te 
MURPHY 


OIL CORPORATION 
and Consolidated Subsidiaries 


statement of Significant Accounting Policies 


PRINCIPLES OF CONSOLIDATION 


The consolidated financial state- 
ments include the accounts of 
Murphy Oil Corporation and its 
significant majority-owned subsidi- 
aries except for a foreign insurance 
company. Investments in the foreign 
insurance company and less than 
majority-owned companies in which 
Murphy has a voting stock interest 
of 20 percent or more, if significant, 
are accounted for by the equity 
method and are stated at equity in 
underlying net assets. Other 
investments are stated at cost. 


The Company provides a reserve for 
losses from currency realignments 
and political risks inherent in foreign 
operations by charges against 
earnings. 


Foreign currencies are translated 
into U. S. dollars as follows: prop- 
erty, plant and equipment, deferred 
charges and credits, investments 
and long-term debt at historical 


CUT PRICE = 
PETROL Bo Peau 


Modernized Murco station near English motorway 


rates; other assets and liabilities at 
year-end rates; revenues and ex- 
penses at average rates during each 
year except for depreciation, 
depletion and amortization which 
are based on the historical cost of 
the related assets. Gains and losses 
resulting from currency realignments 
are charged or credited to the 
reserve for foreign operations except 
that a subsidiary capitalizes those 
amounts related to debt incurred 
for drilling barge construction and 
includes all other amounts in earn- 
ings. All translation gains and losses 
due to normal fluctuations in ex- 
change rates are reflected in earn- 
ings. On unperformed forward 
exchange contracts, losses are 
provided for currently but gains are 
recognized only when realized. 


INVENTORIES 


Inventories of crude oil and petro- 
leum products generally are valued 
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at cost applied on a last-in, first-out 
(LIFO) basis which in the aggregate 
is lower than market value. Crude 

oil and petroleum products owned 
by foreign subsidiaries in Canada 
and the United Kingdom are valued 
at the lower of first-in, first-out (FIFO) 
cost or market. Raw materials are 
stated at average cost. Materials 
and supplies are valued at the lower 
of average cost or estimated value. 
See Notes to Consolidated Financial 
Statements for policy prior to 1974. 


EXPLORATION AND DEVELOPMENT 


Costs of acquiring undeveloped 
leases including geological and geo- 
physical expenditures which result 
in the acquisition or retention of 
undeveloped leaseholds are capi- 
talized. If production is obtained, 
appropriate leasehold costs are 
transferred to producing oil and gas 
properties. The cost of that portion 
of undeveloped leaseholds esti- 
mated to be nonproductive is 
amortized over the estimated hold- 
ing period of the leases. Intangible 
development costs on productive 
wells are capitalized for financial 
reporting purposes, but for Federal 
income tax purposes all such costs 
are taken as deductions. Dry hole 
costs, lease rentals and other 
exploration expenses are charged 
against earnings as incurred. 


DEPRECIATION AND DEPLETION 


Depreciation and depletion of pro- 
ducing oil and gas properties are 
computed on the unit-of-production 
method based on estimated recover- 
able oil and gas reserves for each 
separate property except for 
properties located in the Gulf of 
Mexico. Gulf properties are com- 
bined and treated as one property 
by each company owning such 
leaseholds. Depletion of timber is 
based on board feet cut as related 


to total standing board feet. De- 
preciation of refining and marketing 
facilities, drilling barges and related 
equipment, and other properties is 
calculated on the composite straight- 
line method. 


ASSET RETIREMENTS 


Disposals or retirements which are 
extraordinary in nature and amount 
or which include an entire depreci- 
able or depletable property unit are 
accounted for by charging or credit- 
ing earnings with the residual cost, 
adjusted for salvage or other 
proceeds. Upon disposal or retire- 
ment of less than an entire depreci- 
able or depletable unit, the cost of 
the properties less salvage or other 
proceeds is charged or credited to 
accumulated depreciation and 
depletion. 


MAINTENANCE AND REPAIRS 


Disposals or retirements which are 
turnarounds and major repairs to 
drilling barges by charges against 
current earnings. Other maintenance 
and repair costs are charged 
against earnings as incurred. 
Renewals and betterments are 
capitalized. 


INTEREST AND DEBT EXPENSE 


Interest on funds borrowed specifi- 
cally for major construction projects 
is capitalized during construction. 
Debt expense is deferred and 
amortized on a straight-line basis 
over the term of the related debt. 


INCOME TAXES 


Provision is made in the accounts to 
reflect the interperiod allocation of 
income taxes resulting from certain 
revenues and expenses which affect 
financial and taxable earnings in 
different years. Principal allocation 
items are accelerated depreciation, 
amortization of nonproducing leases, 
intangible development costs in 


Canada, provision for major drilling 
barge repairs and refinery turn- 
grounds and equity in the undis- 
tributed but not permanently 
invested earnings of foreign sub- 
sidiaries. The flow-through method 
is used to account for investment 
tax credit. 


EMPLOYEE RETIREMENT PLANS 


The Company and its subsidiaries 
have trusteed retirement plans cover- 
ing substantially all of their em- 
ployees. Prior service cost is 
amortized over varying periods up 
to 20 years and is funded over 
30 years by the Company and as 

it accrues by subsidiaries. Gains or 
losses resulting from changes in 
actuarial assumptions are spread 
over 10 years. 


EXCISE TAXES 
Taxes collected on the sale of prod- 
ucts and remitted to governmental 
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agencies are not included in 
revenues or costs and deductions. 


EARNINGS PER SHARE 


Earnings per Common and Common 
equivalent share are computed by 
dividing the weighted average 
number of Common and Common 
equivalent shares outstanding during 
each year into net earnings applica- 
able to such shares. Common share 
equivalents include the Company’s 
outstanding options. The number 

of equivalent shares is determined 
by the treasury stock method. 


Fully diluted earnings per Common 
share are computed assuming that 
the Convertible Debentures issued by 
a subsidiary and outstanding dur- 
ing the year were converted into 
Common Stock. Adjustments are 
made for interest and income tax 
expense. 


MUR PHY 


OIL CORPORATION 
and Consolidated Subsidiaries 


Consolidated Statements of Earnings 


Years Ended December 31, 1974 and 1973 


1974 1973 
REVENUES See amie 
Soles 2 as ty ae Oe Mra ee siete ont toa gu es ke te ae a a $753,131,000 428,244,000 
Drilling sand omer Operdhing ne vemUes . ocrn- mie me mamta ne ene me ee 109,271,000 70,879,000 
Interestmand orherrrevenUesime irs er aac arene eran ene en 16,590,000 11,884,000 
Total MeVENUCS st yeekh ee eee eae 5 Rearend ae a 878,992,000 511,007,000 
COSTS AND DEDUCTIONS 
Crude oil, products and related operating expenses. ...........-.. 550,700,000 287,537,000 
Daillings barge: and.otnen opeldting (ex 0enSes a5 mam aei anna aoe ieee 37,872,000 24,496,000 
EXDIOFOSIOMIEXDCNSES hg tara ts ea en Oe ae 28,757,000 26,342,000 
Sellingmoned sGqeneraleex Pensesea meer Meee ten: mer pe eee mrt oe 27,233,000 23,600,000 
BE ede aiel nei meine! teleleewtela sue ce ue ee la As Sa Sloms deo Fee 38,600,000 31¢955/000 
Reduction im carrying Value of foreign properties] 2)... a : e 7,584,000 — 
PROMISIONG TOP Orel Olin OSS Sims ae ea ea eee ee Petes 8 5,310,000 4,833,000 
Taxes-o hem thcneincorme: 1x CSe ime cee eaten err gee oe Pe 6,962,000 5,700,000 
IFERESTTEXDCNSC say teh Se coe te tena ee ie ne ee eer eee es 16,521,000 13;997,000 
Federal cimdustates Incomes! Ce Sar ametes ater anoa a= aine tn te ee cee 12,360,000 15,615,000 
FOREIGN Et NCOMent CXS Se a a area ene a Sane ee hate EN 2 67,479,000 19,497,000 
Minority antenesis inmecrimings or SUDSICICies = 0. mm nnn et ee __ 13,009,000 9 379,000 
OIC MCOSTS<CnCLCeCU CH OS sy rcm eames be meres mea 812,387,000 462,529,000 
EARNINGS BEFORE EXTRAORDINARY ITEM AND CUMULATIVE EFFECT OF 
ACCOUNTING: GHANG Eager er 66,605,000 48 478,000 
Extraordinary item—utilization of foreign tax credit carryforward........ - 5,060,000 
Cumulative effect on prior years (to December 31, 1973) of a change 
inmoccounting) 10m: Camadicins Income: taxes an ree e-ee eau | as (5,661,000) = 
NETEEARNINGS see cree ge ae teins Vetere PO pre oe Cree Oa OMe. rh MEE $ 60,944,000 53,538,000 
Per Common and Common equivalent share: —— 
Earnings before extraordinary item and cumulative effect of 
lame Wiaiineh Caleltete:.: nc Reh pnaiemte ge chic c eva t ore ars) See re eae $ 5.36 4.15 
EXELCOLO INCL VALI) me eakeep irs au anna ae SRR cee oer. eae a ee Ee OA aera ~ 44 
@umuUleIVesetiect Of <OCCOUNTINO® ChOmG Cesar imat manne tnt mma terme (.46) _ 
INGEECCICIIINGS Wace tute same Wi, LeNartate rt Phe Lee oy At ao An ee ee Be 2 $ 4.90 4.59 
Per Common share assuming full dilution: 
Earnings before extraordinary item and cumulative effect of 
Sleceelelmilnerrestelatets. 0 ne Re hence eee ie” Yay On ees eee a Ge ee ee $ 5.29 3.89 
4Ans (olde (fare mVUNclenie (et Stakes ee aS Gane te ca" tn ee MO Rey eR ae, Oe) -- 40 
Com ativescifectect accounting=chdnde arte ny eens nn (.45) —_ 
NISTECO LINO Sire ann tamns a Me ae meee Gtr at oh annie is Ente 0a Gn $ ABA 4.29 


See statement of significant accounting policies and notes to consolidated financial statements, pages 26 and 32. 
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ASSETS 
Current assets: 


acim .6..). 


MUR PHY 


OIL CORPORATION 
and Consolidated Subsidiaries 


Consolidated Balance Sheets 


December 31, 1974 and 1973 


nee ole Serene (0 oem mla eel siiluwels Pele Lie i ste fie! sejk re!0 Sietumtsly “ag ei Vis), ey tai v Pah “ly Meaue ey slube ee ec fe) 


Certificates and other interest-earning deposits 


eel Pemeens jG Oso ehe Mate = ie gue (of leo muisinne 


Marketable securities, at cost plus accrued interest 
PuieneaDproximafes:markehs «6 220) eee sf bee ee ee 
Accounts receivable, less allowance for doubtful accounts 


Sie 00 OOOninmiO7420nd.$),0860001n 1973... 2... 4. a. 


Inventories: 


cade oikand raw materials... 6. Shes. es SoS a eet ee 


Finished products 


PCIe aI CUSECTICESUD DIGS SMe ac ye sans uy Sa: 4 oe te ume Beat Be 


NOLOleGUTTent &CssetSemeruke.. oe. ot Ge ee 


Investments, at equity 


ole oun oven demumraiha att caleacete Ife) Wet c.e)) ele ce. sth ne?) Siem seu ce. vei ise) asi fee is} yo) fel ose) Golp cee alm ie 


Other investments and noncurrent receivables ..............08. 
Property, plant and equipment, at cost less accumulated 


Bemrecioilonpa depletion cand amortization ©... ..-.2..4.5.+..4-: 


Beeeweoucnarges cand other assets... « .« . = ss wet bow eee SS 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current liabilities: 


Current maturities of long-term notes payable... ..........-.. 


Notes payable 


Ea arene Mee relic. hs; me ui t'a.l lew sores 6] Yeu) ie) eu Wisu “ied Ab (fe ete Mobo iat” <0) Wiehe oie eke Se: Piss) sie aie 


meeounts pcyanjiecnd accrued liabilities: tas Sel). «em 5 


Income taxes 


Pa tCHMMNOLESEDCYODIG Ga. mic nee eG wh eae a 


Convertible debentures 
Exploration advances 


Oro “oe Oa Oy et te os 
& om “Gono. i OW 6 Ol sO) On Oy es ie ote me er OO ICS eC OSC 


Ceo) eee ath Ce ta tor FO FON ke Gr see wa 
S(O. sO 0 for 0) 80. On) D SeOP eity SRO 80 OR iD 


Beierred) dnd noncurrent income. taxes... « . «26 1 6s eee eg 
Bee esOmincion (EDOIISHe ek 9 fe ee ne eon we a 
Bee ecdicredits ond omer liabilities 5... 5 +. «= 2. 4 4 4 teus eae: 
Bimoviyanterests in suUDsICigrieS.. «5 2 1 ee te 


Stockholders’ equity 


1974 


$ 26,735,000 
66,162,000 


33,455,000 


147,140,000 


30,876,000 
49,265,000 
16,994,000 
370,627,000 
45,980,000 
19,303,000 


595,776,000 
9,913,000 
$1,041,599,000 


$ 29,982,000 
13,806,000 
194,081,000 
38,900,000 
276,769,000 
263,732,000 
21,169,000 
41,758,000 
4,586,000 
18,630,000 
103,032,000 
311,923,000 
$1,041,599,000 


LOZ 


8,253,000 
83,538,000 


18,856,000 


70,195,000 


31,443,000 
35,118,000 
7,471,000 
254,874,000 
23,352,000 
11,551,000 


404,107,000 
9,975,000 
703,859,000 


22,467,000 
3,210,000 
103,625,000 
26,583,000 
155,885,000 
145,040,000 
21,691,000 
19,788,000 
14,239,000 
3,888,000 
10,037,000 
93,095,000 
240,196,000 


703,859,000 


See statement of significant accounting policies and notes to consolidated financial statements, pages 26 and 32. 


29 


MURPHY 


OiL CORPORATION 
and Consolidated Subsidiaries 


Consolidated Statements of Stockholders’ Equity 


Years Ended December 31, 1974 and 1973 


1974 
CAPITAL STOCK 


Cumulative Preferred Stock, Series A, 6%4°%, par $100, authorized and 
issued. al OFO29ssharesat20 O/T ait 1 97.6 ieee ie tie i ce $ 1,563,000 


Cumulative Preference Stock, par $100, authorized 400,000 shares, none issued . — 


Common Stock, par $1.00, authorized 18,000,000 shares, issued 
12520: 786.shares 5 606 55210 OZ eee ee er ee 


Capitalssioc cate ncvot.yeCiguret: an aeenee teeta terns es ae 


CAPITAL IN EXCESS OF PAR VALUE 
Beh olavee (hp istclellalniaepremgeelna «Uae Rvael hb 6 oo a ee oe ae eS 113,699,000 
Add (deduct): 


Excess of principal amount of a subsidiary’s convertible 
debentures over par value of the Company’s Common Stock 


12,581,000 
14,144,000 


issued on conversion less unamortized debt expense... .........-. 20,614,000 
Credit (charge) arising from exercise of stock options. ............ (107,000) 
Decrease in the Company’s share of a subsidiary’s capital 

in excess of par value arising from an increase in 

GYVME LSIIOUINET Ne SUDSICLON Ve, tee sume ae nek me ener nm ee eer (669,000) 
(OD) ty eon as ea a eee en a NP aa ee Ac, Grirek he fe Re nee anid Ae 2 Bal Me het ae 

Capital in excess of par value at end of year. ......... _ 133,537,000 
RETAINED EARNINGS 
Boilenmeesctky DeEginnings Oley CCI am se we- amare sancann nip eerie eyme gr emt c) 9k, ye 118,574,000 
Addinet ecirinings 10m ine VeCkrs vee, tee mee tee Denne eee emma erhalten ae, 60,944,000 
Deduct: 
@asiecividends—Preferredestock =) 0. + Ay Bea ats ee oe Bie ee 114,000 
Common Stock—$.60! a share ($7315 in 1973)... . . oes 7,484,000 
Par value of 6,290,393 Common shares issued to effect a two- 
OREO LE "STOCKUS Ohman career a tice cara Cone isan eee eee tar aaa ae 6,290,000 
Retained earnings tvend Of YeOr. «en. aa ee ee 165,630,000 
Less treasury stock, 52,804 shares of Common Stock in 1974 and 
S2aSNOReS TLR 9/57 CiCOS| seaming eee Mone th okey een eat a Sern en nee st 1,388,000 
LO TAIES LOCKHOLDERS AEG U Lys geau mesma cen armen ge es acre ee $311,923,000 


IZ 


2,067,000 


5,859,000 
7 926,000 


110,494,000 


3,019,000 
152,000 


34,000 
113,699,000 


68,841,000 
53,538,000 


145,000 
3,660,000 


118,574,000 
3,000 


240,196,000 


See statement of significant accounting policies and notes to consolidated financial statements, pages 26 and 32. 
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Consolidated Statements 
of Changes in Financial Position 


Years Ended December 3], 1974 and 1973 


1974 1973 
SOURCES OF FUNDS —_ ay 
Earnings before extraordinary item and cumulative effect of 
CESSUMTNNE Me NelNelae, « & A Cs a ea $ 66,605,000 48,478,000 
Charges to earnings not requiring working capital: 
Depreciation, depletion, amortization,etc................... 56,735,000 41,294,000 
Defesredsandenoncurrentaincome taxes’ 4.15 @. 42... 0.5... 1,549,000 1,974,000 
EROVSOUBIOWMIOLeIG I |OSSES Ee ae Wh eu Ee yiand so Gad We Ge bans & 5,310,000 4,833,000 
Minority interests in earnings of subsidiaries. ................ 13,009,000 9,379,000 
DUNE? og 2 debe pete en hts ae a ee en 7,258,000 4,939,000 
Working capital provided by operations before extraordinary item 
and cumulative effect of accounting change ............. 150,466,000 110,897,000 
Re CuOnChyMicra er ty oe ne ee Ae ee See. & — 5,060,000 
Cumulative effect of accounting change not requiring working capital. ..... — = 
Verking,capitaliorovided byioperationss ses, ....- 2. 9.65” 150,466,000 115,957,000 
ismcncevomlong-lenminotes payableon Ansa seeds ee a ee 144,246,000 45,587,000 
BO OuO OME CCE mugen eM S mWe Mis hes gyite aul ds 5 ee ee ee 3,286,000 16,349,000 
Issuance of Company’s Common Stock on conversion of Debentures. ...... 21,524,000 3Al 09,000 
Deferred income and in 1973 reimbursement of barge construction costs. . .. . 6,430,000 8,075,000 
Cost of drilling barge transferred to joint operation ............... 9,744,000 — 
SSS SH SRSA NEE Le ea ee ee eee eee nee eae 2,690,000 3,345,000 
Sani: OM eee ef ee ed ae ey ep oe) Wakes gt) Sone Semen 1,498,000 861,000 
GEC IESOUT COSGOl TT UNCSIMEILS Se aes dca, Se ee ee ee 339,884,000 193,327 000 
USES OF FUNDS 
aeitions omplocertyspiant and equipment < . 249... 2 S)) ome 5. tex 141,032,000 103,140,000 
Storm acquisition: 
ERODE AOGCRECUIOMEN IN Bae Abe kiowas © A ie cka doo: . aatteee ew. sare 122,905,000 a 
MVesiinentinmeoUy. Owned COMPORIES. | S leeay. . . cu -ke - cepeeens 10,932,000 — 
De DeNCeeStiNGleG) INCOME TOXES.. ce. see eee) wu go oats Oa ok (28,227,000) _ 
Pane tommenoics podid and. currently payable. 4. 2.6.0. © he «ee el os eee 34,881,000 29,256,000 
Debentures called for redemption by the Company. ............+.+.-- 21,691,000 37197,080 
" JSIVGIIRE SS «a? aes ARM, ee eer ne a cre re a ed 7,598,000 3,805,000 
Investments, noncurrent receivables and deferred charges. ........... 20,724,000 14,776,000 
OMHGE oa Gh ok eee ieee nr MP eo ec oe er 13,479,000 7,628,000 
MOLCHROUSES TOF ORCS aaa eeeeen ce Ol ich csc we MA a ee eee 345,015,000 161,762,000 
INCREASE (DECREASE) IN WORKING CAPITAL $ (5,131,000) 31,000,000 
Changes in components of working capital: 
@rciectiic chonetermiivestments me =) en sme nel ene 5) «eee ieee) eran $ 15,705,000 41,361,000 
A@e One RINE Gn Se ee ee Oe ee OP eens 76,945,000 7,991,000 
SAMI 4. oe a Se cen eta cs we ee ene et 23,103,000 20,386,000 
Current maturities of long-term notes payable ...........-.+.. (7,515,000) (7,944,000) 
Ores DOVODIC MN kes Serine) il ee oe core (10,596,000) (1,282,000) 
Accounts payable and accrued liabilities .. 2... 6... e ee eee (90,456,000) (14,919,000) 
KeEOrhie st COMMEMES, PU Aare. A (medium coipaiiaiyngings =~ poe eae ee (12,317,000) (14,028,000) 
$ (5,131,000) 31/565,000 
wv 


See statement of significant accounting policies and notes to consolidated financial statements, pages 26 and 32. 
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MUR PHY 


OIL CORPORATION 
and Consolidated Subsidiaries 


See page 25 for details of property, plant and equipment. 
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CAPITAL EMPLOYED AND NET EARNINGS—GEOGRAPH- 
ICALLY—The approximate geographical distribution of 
capital employed at December 31, 1974 and of net earn- 
ings for 1974 and 1973 was as follows: 


Capital Net Earnings 
Employed 1974 1973 
North America ..... $414,742,000 10,842,000 21,418,000 
Other Western 
Hemisphere ..... 41,576,000 835,000 (2,318,000) 
Eastern Hemisphere . 243,538,000 49,267,000 34,438,000 


$699 ,856,000 60,944,000 53,538,000 


The distribution of net earnings is based on prevailing area 
market prices. Corporate overhead, Federal income taxes 
and interest expense have been allocated. 


FINANCING ARRANGEMENTS—The Company and_ its 
subsidiaries have unused lines of credit with banks for 
short-term borrowings amounting to approximately 
$24,000,000 at prime interest rates. There are no signifi- 
cant compensating balance requirements and the lines 
of credit can be withdrawn by the banks at any time. 
Average amounts of short-term debt outstanding were 
$8,121,000 in 1974 and $4,289,000 in 1973 with related 
weighted daily average interest rates of 11% and 10%, 
respectively. At December 31, 1974 and 1973, weighted 
average interest rates were 11% and 122%, respec- 
tively. The maximum amount of short-term debt out- 
standing at any month-end was $24,666,000 in 1974 and 
$7,927,000 in 1973. 


The Company has a_ Revolving Credit Agreement 
with banks which provides for revolving loans up to 
$80,000,000 in amounts and for periods of time at the 
Company’s discretion until May 1, 1977. On May 1, 1977 
any loan outstanding will become a 5-year term loan. 
Both revolving loans and term loans under this Agree- 
ment bear interest at rates which fluctuate with the agent 
bank’s prime rate. A fee of 42% per annum is payable 
on commitments not borrowed and an additional fee which 
varies with the agent bank’s prime rate is payable on 
unused commitments plus loans outstanding. At Decem- 
ber 31, 1974, no funds had been borrowed under this 
Agreement. 

A subsidiary has an agreement with banks to borrow up 
to $38,000,000 until December 31, 1975 at which time any 
loans outstanding under the agreement can be converted 
to S-year term loans. Short-term loans outstanding at 


December 31, 1974 in anticipation of this agreement 
totaled $11,000,000. Another subsidiary has unused lines 
of credit with banks for long-term borrowing of approxi- 
mately $24,000,000. Two subsidiaries have agreed with 
a bank to sell a production payment for $12,000,000 to 
finance the development of a property. All loans and the 
production payment under the subsidiaries’ agreements 
bear interest which fluctuates with the prime rate and a 
commitment fee of approximately 2°, per annum is pay- 
able on unused commitments. 


Compensating balance requirements under commitments 
for long-term borrowings and loans presently outstanding 
are not significant. 


LONG-TERM NOTES PAYABLE—Long-term notes payable 
consisted of the following: 


1974 1973 
Murphy Oil Corporation 
OVA, ues 97 Osten 903 sence ae $ 21,600,000 24,000,000 
Sar, due 9/5 1001986 sae 23,000,000 25,000,000 
Oinemdve O75 tom GSs mew 2,165,000 3,133,000 
Total Murphy 
OilyCorporationmees: rr 46,765,000 52,133,000 
Subsidiaries 
Payable to banks: 
67/adue 1975) 1079S Ome 16,434,000 19,017,000 
11¥29/,* to 1194%,* 
due 975 to) 11076 sae eee 7,994,000 - 
WA, dues 97Ssion 98m. 16,434,000 18,955,000 
Lies due: 1976utow0S le 11,000,000 — 
Vie775 72" duel976 to 1981 100,000,000 — 
Payable to foreign banks: 
SACI MISO). modo mo thot oo 15,000,000 15,000,000 
7%, and 6%4% due 1976 
andl 97/7 alenrae wae ee 17,666,000t 17,666,000 
11%%* due 1976 to 1981 .. 10,000,000 — 
Mortgage notes, 112° * due 
1O7 SiGe 980 een er eee 15,165,0007 18,709,0007 
Mortgage notes, 3.26% due 
97 out OF. 77 O weaerere annie 14,299,000 -- 
Oilmer Clue IOV aasccoanne = 9,649,000 
Mortgage notes, 72° and 
S7Ar due 1975110, 1993 mene 5,305,000 5,461,000 
Mortgage note, 7.62°%, due 
IBSPASS lop aleteHh etic cyan are = 5 5,040,000 — 
Other due 1975 to 1998 ...... 12,612,000 10,917,000 
Total Subsidiaries sass 246,949,000 115,374,000 
Less current maturities .......... 29,982,000 22,467,000 
Consolidated long-term notes 
Doy.cble i eicrcetune curso ame neee $263,732,000 145,040,000 


*Interest rate fluctuates +Payable in foreign currency 


At December 31, 1974, assets with a depreciated cost of approxi- 
mately $149,000,000 were pledged to secure certain notes pay- 
able. Amounts becoming due for the four years after 1975 are: 
1976, $46,100,000; 1977, $43,707,000; 1978, $40,729,000; and 
1979, $36,743,000. Capitalized interest on monies borrowed 
specifically for major construction projects was insignificant. 


EXPLORATION ADVANCES—At December 31, 1974, out- 
standing advances received by the Company and certain 
subsidiaries under exploration agreements with gas trans- 
mission companies were $21,437,000 including $268,0000 
classified as a current liability. Of the total, $20,683,000 
is interest-free and $854,000 is repayable only from oil 
and gas production. The companies must repay 
$20,583,000 over five-year periods as follows: 1975 to 
1979, $1,074,000; 1978 to 1982, $16,224,000; and 1979 
to 1983, $3,285,000. In the event production is not suf- 
ficient to repay such balance the companies are obligated 
to repay the deficiency in cash. Repayment schedules will 
be accelerated if production commences or certain acreage 
is relinquished prior to the above dates. Additional ad- 
vances may be received under certain circumstances. 


STOCK OPTIONS—The Company’s 1969 Stock Option 
Plan which terminated in 1974 provided for the granting 
of both qualified and nonqualified options to key em- 
ployees of the Company and its 80°%,-owned subsidiaries 
at a price not less than the fair market value on the date 
of grant. The options are exercisable as to 50% of total 
shares three years after date of grant and as to all shares 
after four years. Qualified and nonqualified options 
expire after five and 10 years, respectively. 


Changes in options outstanding under the 1969 Plan (ad- 
justed for the stock dividend to effect a stock split) were 
as follows: 


Average Number of 

Price Shares 
urstanding January 1, 1973... 4.45 45 $14.93 90,600 
ER CISOC UMTS tae a enh lees Or He 13.38 (26,750) 
Outstanding December 31, 1973 ...... oro 63,850 
“SIGE s fect cake ae ae eee 36.25 30,000 
EXERCISE Me REE MT a ceicie cones arc 13.67 (10,100) 
Outstanding December 31, 1974 ...... 2357, 83,750 
Exercisable December 31, 1974 ...... 15.87 53,200 


During 1973, a subsidiary adopted a stock option plan 
which provides for the granting of options to purchase 
100,000 shares of the subsidiary’s Common Stock. Both 
qualified and nonqualified options are issuable to key 
employees of the subsidiary at a price not less than the 
fair market value on the date of grant. The options are 
exercisable as to 50%, of total shares three years after 
date of grant and as to all shares after four years. Qual- 
ified and nonqualified options expire after five and 
10 years, respectively. No options have been granted 
under the plan. 
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STOCKHOLDERS’ EQUITY—Certain loan agreements of 
the Company and the provisions of the Certificate of Incor- 
poration relating to the Cumulative Preferred Stock, 
Series A, contain, among other things, covenants relating 
to indebtedness and payment of cash dividends. At Decem- 
ber 31, 1974, retained earnings of approximately 
$89,435,000 were free from the most restrictive of such 
covenants. 


The Cumulative Preferred Stock, Series A, is redeemable 
at $100 a share at decreasing premiums plus unpaid 
dividends. The Company must make annual sinking fund 
payments sufficient to redeem 5,042 shares at par plus 
unpaid dividends. 


In February 1974, the Company called for redemption all 
of the outstanding 5%, Convertible Debentures Due 1989. 
As a result of the call, $21,594,000 principal amount of 
the Debentures was converted into 431,441 shares of 
Common Stock and the remaining $97,000 was redeemed. 


On May 1, 1974, the shareholders approved an increase 
in the Company’s authorized Common Stock to 18,000,000 
shares and the Board of Directors declared a 100% stock 
dividend to effect a two-for-one stock split. Earnings and 
dividends per share, average shares outstanding, shares 
subject to options and the related option prices have been 
adjusted to reflect the stock distribution. 


At December 31, 1974, 83,750 shares of the Company’s 
authorized and unissued Common Stock were reserved 
for issuance under the 1969 Stock Option Plan. 


Changes in shares of capital stock issued are summarized 
below: 


Preferred § Common Treasury 
Stock Stock Stock 
ARIONUGTY 176197300 canta PRS TA NS) 5,794,700 9,010 
Conversion of Debentures . . — 63,102 _ 
Redeemed® <5. teaecek on os (5,042) = = 
PUrchaSes#atctiet ce aoe rr — — 15,000 
Exercise of stock options ... - 750 ~—- (12,625) 
Used in a property acquisition - - (117333) 
At December 31, 1973 .... 20,671 5/698 002 o2 
Conversion of Debentures . . _ 431,441 — 
100% stock distribution ... _ 6,290,393 52 
Redeemed: 5.04 Stic ws (5,042) — = 
PWRANCRSS eco oecsagaconse — — 62,000 
Exercise of stock options ... a 400 (9,300) 
At December 31, 1974 .... 15,629 12,580,786 52,804 


EMPLOYEE RETIREMENT, THRIFT AND INCENTIVE BONUS 
PLANS—Retirement plan costs were $1,118,000 in 1974 
and $1,100,000 in 1973, including amortization of prior 
service cost of $324,000 and $317,000, respectively. Un- 
funded prior service cost was approximately $3,815,000 
at December 31, 1974 and $3,114,000 a year earlier. 
Amendments to certain plans in 1974 and 1973 which 
provided increased benefits did not significantly affect 
net earnings. The actuarial value of vested benefits under 
all plans was $1,948,000 in excess of retirement fund 
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assets at cost plus balance sheet accruals at December 31, 
1973, the date of the most recent computation. At Decem- 
ber 31, 1974, the market value of retirement fund assets 
was approximately 10°% below cost. The U. S. retirement 
plans substantially comply with the requirements of the 
Employee Retirement Income Security Act of 1974. 


Employees of the Company and certain subsidiaries may 
participate in thrift plans by contributing up to SY of their 
base pay. The cost of these plans was $613,000 in 1974 
and $545,000 in 1973. 


At the annual meeting on May 1, 1974, the stockholders 
approved an incentive bonus plan for key employees of 
the Company effective for 1973. Two subsidiaries also 
have incentive bonus plans for key employees. Each plan 
provides for establishing a reserve not to exceed a spec- 
ified percentage of the amount by which net earnings (as 
defined) exceed an expressed percentage of capital em- 
ployed in the business (as defined). Amounts credited to 
the reserves were $1,696,000 in 1974 and $1,062,000 in 
1973. Awards may be paid only in cash under one plan, 
in cash or Common Stock under one plan and in cash or 
treasury stock under the other plan. 


FOREIGN EXCHANGE-—Losses of $751,000 in 1974 and 
$795,000 in 1973 arising from normal fluctuations in 
foreign exchange rates were reflected in earnings. Trans- 
actions with respect to the reserve for losses from foreign 
operations which is included in deferred credits and other 
liabilities are summarized below: 


1974 1973 
Balance at beginning of year ....... $3,846,000 930,000 
Add—Provision for losses on foreign 
propentlesamwe ee.fas wisi ees. « 2,561,000 2,790,000 
Provision for foreign exchange 
ISSSCSMRARR Pier ne: Ghul Ane eren e 2,749,000 2,043,000 
Deduct—Foreign exchange losses .... — 1,917,000 
Charges related to foreign 
olP properties a. 0 0) ae 996,000 — 
Balance af end/of year ¢.3..4.05 545 $8,160,000 3,846,000 


The foreign exchange losses pertain to long-term notes 
payable. Translated at rates of exchange in effect on 
December 31, 1974, long-term notes payable would in- 
crease by $12,315,000 and noncurrent time deposits of a 
foreign currency would increase by $2,292,000. There 
were no unperformed forward exchange contracts at 
December 31, 1974. 


INCOME TAXES—Income taxes for 1974 and 1973 after 
deducting investment tax credits of $2,205,000 and 
$4,232,000, respectively, include the following: 


Federal Foreign State Total 
(Thousands of dollars) 
1974: 
Current ya ace: 4 eres GIL254 @e,339) 645 78,290 
Deferred aea5 = see (830) 723 — (107) 
IN@MEUIAINE ooo os0e- 1,291 365 — 1,656 
SU / 15 Oo, 479. 645 79,839 
1973: 
CULFENL | eee eae: $0; 10) 19130 830° 287078 
DYNIX! onc coon e ac 295 359 — 654 
IN@MNEUIREM coccnooe (102) — 1,422 F320 
Provision in lieu of 
tOxXGSsnaar et eee es. 5,060 — — 5,060 
$13,363 919,497 225 2a 


Timing differences and the tax effect of each were as 
follows: 


1974 1973 
Unremitted earnings of foreign 
subsidiaries and other com- 
panies not permanently 
HONeisior Gay st aene eae en Gad Bee $4638,000 3,549,000 
Financial amortization of non- 
producing leases over 
i@D< GISCIWENOMS cccoscccoousccucce (2,006,000) (2,031,000) 
Financial depreciation (over) 
Winvelaye Weh< CLCWENIOMS cocccacconc 295,000 (264,000) 
Tax deductions for Canadian 
exploration expenses over 
HIACIACHC!! CMMNOMMVAHKOG cocoon coe oe 2,573,000 _— 
Write down of producing oil and 
gas properties located overseas... . (2,470,000) — 
Geological and geophysical expenses 
not deducted for tax purposes .... (453,000) (188,000) 
Other financial expenses (over) 
wimelar tebe CIXCWEHIOMIS acccaceuuo 101,000 (863,000) 
Taxable revenues deferred 
for finandiall, punposess wt oats (3,076,000) - 
Others nether ds tntc ae eee ae 291,000 451,000 
$ (107,000) 654,000 


Noncurrent taxes relate to matters the settlement of which 
has not been resolved with the taxing authorities. 


The effective tax rate was 50° in 1974 and 38% in 
1973. A reconciliation to the Federal tax rate of 48% 
follows: 


1974 1973 
BecevlectctUtory rate: «Gg sa Gots bs ee ae es 48°, 48°, 
Foreign source income permanently 
Pveclecie ODTOUO Maes ya iar gs Se cad ads (2) (8) 
Foreign source income subject to foreign 
taxes at greater than Federal rates ........ 7 — 


Bomeciiment fax Credit pe hs h osk4 4 hs ord fs kel o's (1) (5) 
Excess of statutory depletion and intangible 
development costs over amounts amortized 


ROGRIMOMCLah PUNDOSES) 2 aut cme eka wed a (3) (2) 
OES THY Sr ee 1 5 
Been OX TCG say Sara AS ie rear ck woes 507, DOs 


No Federal income taxes were provided on permanently 
invested earnings of a domestic subsidiary and foreign 
subsidiaries amounting to $5,221,000 in 1974 and 
$6,446,000 in 1973 exclusive of amounts which if remitted 
in the near future would result in little or no tax by opera- 
tion of relevant statutes currently in effect. Cumulative 
amounts of such permanently invested earnings were 


$25,987,000 at December 31, 1974. 


RELATIONS WITH CERTAIN PRODUCING COUNTRY 
GOVERNMENTS—Recently, the Libyan Government has 
nationalized at least 51°% of the interests of companies 
owning most of the crude oil production in that country 
and the Venezuelan Government has stated publicly that 
it plans to nationalize 100% of the companies’ interests 
in that country by legislation which could occur in 1975. 
During 1974 there were continuous renegotiations of the 
operating agreements between the oil companies oper- 
ating in the Middle East and the governments of the pro- 
ducing countries. However, final settlement had not been 
reached with any Middle Eastern Government at Decem- 
ber 31, 1974 with respect to participation or nationaliza- 
tion, and the eventual settlement of the companies’ equity 
positions, rights, obligations and increased costs under 
their operating agreements cannot be determined with 
certainty at this time. The Company has petroleum produc- 
tion facilities and produces and purchases crude oil in 
lran, Libya and Venezuela. In view of these circumstances, 
the Company determined that the carrying value of its 
producing oil and gas properties in these countries should 
not exceed net book value for local income tax purposes 
and that crude oil costs should be accrued at amounts 
considered to be reasonable based on the information 
currently available. Accordingly, in 1974 the properties 
were written down and the reserve for foreign losses 
was increased by charges to earnings aggregating 
$10,145,000, and substantial amounts of crude oil costs 
were accrued on the basis set forth above. 


CHANGES IN ACCOUNTING PRINCIPLES—In the fourth 
quarter of 1974 the Company changed its valuation basis 
to cost applied on the last-in, first-out (LIFO) method for 
all crude oil and petroleum product inventories except for 
inventories owned by foreign subsidiaries in the United 
Kingdom and Canada. In previous years the petroleum 
product inventories were stated at the lower of cost or 


market on the first-in, first-out (FIFO) method and crude 
oil inventories were valued principally at market for pro- 
duced crude and FIFO cost which was approximately mar- 
ket for purchased crude. 


The new method will achieve a better matching of current 
costs and current revenues and conform to the predominant 
industry practice. 


Inventories valued at cost under the LIFO method at 
December 31, 1974 totaled $44,272,000 which was 
$30,234,000 less than such inventories would have been 
valued using the FIFO method. The change reduced net 
earnings in 1974 by approximately $14,475,000, $1.17 
a Common and Common equivalent share. Pro forma 
effects of retroactive application of LIFO are not 
determinable. 


Crude oil exchanges of $7,876,000 classified as accounts 
receivable in 1973 have been reclassified as crude oil 
and raw materials. 


In March 1974, the Canadian Provincial Securities Ad- 
ministrators issued a ruling which required that all finan- 
cial statements subsequently filed with the Provincial Secu- 
rities Commissions must comply with Bulletin 26 issued by 
the Canadian Institute of Chartered Accountants. The bul- 
letin requires that deferred taxes be provided on certain 
exploration, development and lease acquisition costs. As a 
result of the Administrators’ ruling, the Company’s Cana- 
dian subsidiary adopted deferred tax accounting with 
respect to such costs on a retroactive basis. The cumula- 
tive effect of the accounting change, $5,661,000, $.46 a 
Common and Common equivalent share, was charged 
against earnings as of January 1, 1974. The change in 
the method of accounting reduced 1974 earnings before 
cumulative effect of accounting change by approximately 
$1,991,000, $.16 a Common and Common equivalent 
share. Pro forma per-share amounts assuming retroactive 
application of the new method and actual amounts were 
as follows: 


1974 1973 


Pro Pro 
Forma Actual Forma Actual 


Per Common and Common 
equivalent share: 

Earnings before extraordi- 
nary item and cumulative 
effect of accounting 
change 

Net earnings 

Per Common share assuming 
full dilution: 

Earnings before extraordi- 
nary item and cumulative 
effect of accounting 
change 

Net earnings 


4.15 
4.59 


3:95 
4.39 


5.36 
4.90 


3.70 
4.11 


3.89 
4.29 


iy 
4.84 


RESTATEMENT OF INTERIM RESULTS—Net earnings for 
the fourth quarter of 1974 include the effect of adopting 
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the LIFO method of inventory pricing effective January 1, 
1974 and an adjustment to Federal and state income tax 
expense. The cumulative effect of a change in accounting 
for Canadian income taxes was included in the second 
quarter. A restatement of net earnings for the first three 
quarters of 1974 to reflect these adjustments is as follows: 


Quarter Ended 


Septem- 
March 31 June 30 ber 30 


(Thousands of dollars) 
Net earnings as originally 
Feporledstra a, sae ee hE 
Adjustment for cumulative effect 
of accounting change ..... — 
Effect of change to LIFO .... 
Effect of adjustment to Federal 
and state income taxes .... 


$25,498 12,267 12,189 
5,661 


(1,813) 


1,929 


3,205 5,959 


Earnings before cumulative effect 
of accounting change ..... 
Cumulative effect on prior 
years (to December 31, 1973) 
of a change in accounting 
for Canadian income taxes . 


19,320 19,673 


(5,661) = = 
$ 8,948 193320 19,673 


Net earnings as restated .... 


Per Common and Common 
equivalent share: 
Net earnings as originally 
reported 
Adjustment for cumulative ef- 
fect of accounting change = 
Effect of change to LIFO.... 
Effect of adjustment to 
Federal and state 
income taxes 


Earnings before cumulative ef- 
fect of accounting change 

Cumulative effect on prior 
years (to December 31, 1973) 
of a change in accounting 
for Canadian income taxes 


.30 ult 


1.20 1.55 


(.46) aa — 
74 1.55 1.57 


Net earnings as restated ... $ 


STORM ACQUISITION—In late 1974, through a public 
tender offer, Ocean Drilling & Exploration Company 
(ODECO), a 51°%-owned subsidiary, purchased for 
$108,884,000 cash substantially all of the stock of Storm 
Drilling & Marine, Inc. (Storm), principally a contract 
drilling company. Storm had 11 offshore drilling barges 
in operation and three under construction. The total 
cost of the acquisition was $137,111,000, including 
$108,884,000 cash, $9,327,000 debt, and $18,900,000 
estimated noncurrent income taxes relating primarily to 
depreciation recapture. The total cost, less working capital 
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of $3,274,000, was allocated to the assets of Storm based 
on ODECO’s appraised value of the assets and included 
no goodwill. The transaction was accounted for as a pur- 
chase; accordingly, the results of operation of the Storm 
assets were included in the consolidated statement of 
earnings commencing December 1, 1974. Had the acquisi- 
tion been consummated effective January 1, 1973, the 
effect on revenues, net earnings and earnings per share 
for 1973 and 1974 would have been insignificant. 


ODECO has under consideration the transfer of certain of 
the Storm drilling barges to joint contract drilling opera- 
tions and the disposition of certain other assets not needed 
in the contract drilling business. ODECO intends to apply 
the proceeds realized from the completion of these events 
to debt retirement. 


COMMITMENTS AND CONTINGENCIES—The Company 
and its subsidiaries lease service stations, office space and 
other facilities. The leases generally contain multiple 
renewal options and leases on service stations provide 
that the lessee shall pay ad valorem taxes and certain 
other charges. Total rental expense, excluding delay ren- 
tals on undeveloped leaseholds, was $4,516,000 in 1974 
and $4,060,000 in 1973. These amounts have been re- 
duced by sublease rental income of $3,414,000 in 1974 
and $2,898,000 in 1973. 


Minimum rental commitments under all noncancelable 
leases payable in future periods are as follows: 


Service Office Other 
Stations* Space Facilities Total 
(Thousands of dollars) 

LOTS pont ee es beg cere $ 2,984 EW? 2,646 6,362 
1976 Aeaiputcne hy i eee 2,766 730 2127, §,623 
| O77 nh eee ee 2,612 730 767 4,109 
1978 aen ee eee 2,504 708 669 3,881 
1979 wera ona Cane eee 2,385 634 526 3,545 
1980204 tape: see cee 10,768 231 1:22] 14,220 
1985-89 ae eee 6,997 610 951 8,558 
1990°04 ee eee eae 2,751 104 832 3,687 
WASOCHIEP acsc ceo se 4,579 — 3,830 8,409 


* Before deduction of related rental income from cancelable sub- 
leases. The Company expects future income from continued 
renewals of such subleases to reduce substantially the minimum 
rental commitments. 


Noncapitalized financing leases (as defined by the Secu- 
rities and Exchange Commission) are not significant. 


Commitments for capital expenditures were approximate- 
ly $150,000,000 at December 31, 1974. Contingent liabil- 
ities under guaranty and pipeline throughput agreements 
were $6,046,000. 
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Sales and other revenues: 
Crude ‘oil Gnd: rcaturcall cs sec esersete cc acne ae rece eae eee 
Refined products. 2a cre nas he cee ee ee 
Drilling revenvie...4 2.22965 ge eee eee 
Agricultural, timber and. lumber <2: 2.25 xc2e score eaten eee 
OtherrevenUes xc eee eae ere ccc ee eee 
Tofall revenesixcec2 20 se eee acres cl cee cs soeeeste eee ee eee 
Earnings before extraordinary items and accounting change ..........--.--------+---- 
Per Gommoniand (Common! equivalent share scenes neces 
Bet Se Gaia CS eae Setanta et ea ae ec Ee re ee eae ne ee 
Per. Common-and Common equivalemt slice tics. esse ene ene 
Capital expenditures—Production and exploration ...............2.2-:-2--2esceeeeeeeeee 
REFINING) Ae od ae OT raed ee cet a he COE 
Meitketiing tz. nee Bete oe cree 2 eee 
Drilling barges and equipment ............22-2---2:-2+-20-00--+ 
Panms,» fimloe rece) Sci Winaiil |S yaa eee eee eee eee eee 
OTe oe a9 ee ae ag eee eee ae 
Lotalcapitalexpencitunese eee. eset ney ose cee nee 
Workin greapitell provided) by Oper ctiOms ee =e eee sewer reese cee eee 
Property plant -eincrequipme mtn (rete senate eee ree ee eee 
TO Real cSSEtS: Geko Ohm 0 Lai NaN ok a ca Ree nel ies re pA eS eee en 
Working capital 
Long-ferta.debtveaat a: ax... ean ett hv he ae es A) Sena oleae ee ee 
stockholders :equiliy ese... oe see e naket Milo ee eee oe 
Cash dividends—Preferred and Preference ............2...2..22ce0ceeeceveeeeceeeeeeseeeeeeeees 
COVINA  e eete 2 Seer rene ue eee ae  O 2 


Shares of Common Stock outstanding at year-end 
Common stockholders at year-end 
Employees:at: year-end iscsi. eee he a oe earn Cetin tee cee ee A 
Salaries; wages and: benetitss.. a. = ¢acname ee un see: See es 


PRODUCTION AND EXPLORATION (net) 


Crude oil and gas liquids production—barrels a day «........-22-.-:020-ee eres 
Narural gas proditced MCE cr cys renee ae 
Wellsicompleted=Oil wells eater aes <0 ot sy ye wee er ure ete ew ones pe 

Gas Well se: 8 seas Se lees SY ees A Ae ee mene 

DIVE OLS eee tere belt Reet IE cat ee eee 
Oill-aryd, Gcis swells \oWne Caisse reece cemeteries te eek eee ry 
Undeveloped acreage (thouscinics) seas. me vee ten eee eee eee ce eee 


REFINING 
Refinery inputs—barrels a day—Company refineries. .......-.0.202----.eoceeeeeeeeeeeeeee 
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Ten-Year Summary 


(Shares and dollars in thousands, except per-share amounts) 


1974 


107,160 
634,318 
95,277 
11,653 
30,584 
878,992 
66,605 
5.36 
60,944 
4.90 
107,111 
12,719 
5,518 
133,555 
3,725 
17,541 
280,169 
150,466 
595,776 


91,962 
52,984 


23 
195 


137,549 
1,134 
2,730 


9,093 
5,203 
3,635 
27,020 
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PRINCIPAL SUBSIDIARY COMPANIES TRANSFER AGENTS AND REGISTRARS 


Murphy Oil Company Ltd. (77%) Common Stock 
Calgary, Alberta 


Transfer Agents 
B. Harold Monzingo, President 


Chemical Bank, New York 


Exploration for and production of crude oil Mercantile Trust Company, N. A., 
and nautral gas and production and mar- St. Louis 
keting of petroleum products in Canada : 
Registrars 
Murphy Eastern Oil Company (100%) Chemical Bank, New York 


PenconkEngicnd St. Louis Union Trust Company, St. Louis 


Jack W. McNutt, President 


Coordination of exploration for and pro- 
duction of oil and natural gas and refining Transfer Agent and Registrar 
and marketing of crude oil and petroleum 
products in Europe, Africa and the Middle 


Cumulative Preferred Stock, Series A 


Murphy Oil Corporation, 
El Dorado, Arkansas 


East 

Ocean Drilling & Exploration Company (51%) AUDITORS 
New Orleans, Louisiana Peat, Marwick, Mitchell & Co. 
Alden J. Laborde, Chairman Shreveport, Louisiana 


Drilling contracting and exploration for and 
production of oil and natural gas on FORM 10-K 


ti | | 
continental shelves A copy of the Company’s annual Form 10-K Report to 


Deltic Farm & Timber Co., Inc. (100%) the Securities and Exchange Commission is available on 
request from Murphy Oil Corporation, Controller’s Dept., 


EVE OES), Od CHEE 200 Jefferson Avenue, El Dorado, Arkansas 71730 


Jesse G. Ralston, President 

Farm and timber properties and operations 

in Arkansas and Louisiana and lumber ANNUAL MEETING 

production in Arkansas The annual meeting of the stockholders of the Company 
will be held May 14, 1975 at the South Arkansas Arts 
Center, El Dorado, Arkansas 
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TO THE SHAREHOLDERS: 


Murphy Oil Corporation’s consolidated 
earnings for the second quarter of 1975 were 
$9 276,000, 74 cents a common share. This 
was a 52 percent decrease from earnings 
of $19,320,000 in the second quarter of 1974 
when unusual and short-lived profits in 
Europe were near their peak. 


Earnings for the six months ended June 
30, 1975 were $17,907,000, $1.43 a share, 
compared to restated 1974 earnings for the 
same period of $28,268,000, $2.24 a share, 
after a special charge of $5,661,000. 


Second quarter and first half 1974 earn- 
ings have been restated to reflect the effect 
of a change to last-in, first-out (LIFO) 
method of accounting for certain inventories 
and to give effect to an adjustment in the 
1974 provision for federal income taxes. 
Both the inventory accounting change and 
the tax adjustment were made in the fourth 
quarter of 1974, retroactive to January 1, 
1974. The 1974 special charge was made to 
account for the cumulative effect to Decem: 
ber 31, 1973 of an accounting change made 
by the Company’s Canadian subsidiary to 
record deferred income taxes relative to 
intangible drilling costs. 


Federal and state income taxes were esti- 
mated at $5,922,000 for the quarter, 
$2,000,000 more than the provision in the 
second quarter of 1974, a consequence of 
elimination of the statutory depletion allow- 
ance and strictures of the Tax Reduction 
Act of 1975, so-called, on the credit for taxes 
paid other countries on our foreign earnings. 


World demand for refined products is 
slack because of the recession and as con- 
sumers turn to substitutes or simply reduce 
usage in reaction to the OPEC cartel’s abrupt 
increase in the price of crude oil. This is 
reflected in our sales which were 124,000 


barrels a day compared to 141,000 barrels 
a day in 1974’s second quarter. A strong 
offsetting factor is our worldwide contract 
drilling business conducted through our 52- 
percent-owned subsidiary, Ocean Drilling & 
Exploration Company. 


Second quarter results of $9,276,000, 74 
cents a share, were essentially flat with 
first quarter earnings of $8,631,000, 69 cents 
a share, a noteworthy hint that the sustain- 
able level under prevailing conditions may 
be near the $2.80 annual rate. As we sug- 
gested at the annual meeting, this should be 
considered quite satisfactory. 


A flurry of press reports on both sides of 
the Atlantic has prompted many stock- 
holders to call in about reserves of the 
Ninian field in the North Sea. In his address 
at the annual meeting, Murphy’s president 
said: “DeGolyer & MacNaughton have 
estimated Ninian reserves to be 1.2 billion 
barrels ... Their estimates assume a recov- 
ery factor of 35 percent which should prove 
to be conservative.” A final delineation well 
has been drilled since the annual meeting. 
Our assessment is that this well increases 
slightly the estimate of oil in place and that 
it perhaps shifts the entire reservoir a bit 
northward onto our block, but all of this 
is within the margin of error. Accordingly, 
we stand with what we said at the annual 
meeting. 


A well drilled on the line of Mobile South 
Addition Block N661 E62, in which Murphy, 
ODECO, and Ocean Oil & Gas together own 
7.60 percent, has encountered oil in three 
thick sand sections aggregating an apparent 
138 feet of net pay. Block N661 E62 was bid 
in at the March 28, 1974 sale by a group led 
by Amoco for $81 million. We have con- 
sidered it our best oil prospect in the recent 


round of offshore lease sales and are en- 
couraged by results of the first well. Further 
drilling is being done to determine com- 
mercial significance of the find. 


Michigan-Wisconsin Gas Company, in 
return for a call on gas to be produced, has 
agreed to lend ODECO, Ocean and Murphy, 
interest free, the amount of money neces- 
sary for exploration and development of 
blocks bought in central Gulf of Mexico 
lease sales from March 28, 1974, to May 28, 
1975. Estimated expenditure of $30.3 million 
through 1976 will be drawn down by August 
7, 1975. Additional funds principally attribu- 
table to 1977, 1978 and 1979 operations will 
be drawn down as certain conditions are 
met. 


On June 30 Murphy exercised an option 
to acquire 800,000 shares of the common 
stock of Basic Resources International S.A., 
bringing our total ownership in Basic to 
1,020,000 shares or approximately 15 per- 
cent. We have warrants to purchase another 
1,000,000 shares by June 30, 1976. Basic’s 
assets are a one-half interest in petroleum 
concessions covering 933,000 acres, and 


wholly-owned hard mineral concessions in 
Guatemala. Oil has been seen on both struc- 
tures so far tested, and we consider the 
prospects for commercial production to be 
encouraging. 
C. H. Murphy, Jr. 
Chairman of the Board 
July 29, 1975 
El Dorado, Arkansas 


Artist's sketch of development drilling/ production 
platform for Ninian field. 


OPERATING SUMMARY 


Net crude oil and natural gas liquids produced— 
barrels a day 


Net natural gas produced—thousands of cubic 
feet a day 
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Refinery inputs—barrels a day: 
Company refineries—for Murphy 
for others 


Other refineries 
Finished petroleum products sold—barrels a day . 


Quarter Ended Six Months Ended 


June 30 June 30 

1975 1974 1975 1974 
; 48,639 54,105 48,864 53,820 
; 89,829 96,380 88,376 94,901 
: 90,762 87,599 92,391 86,480 
, 15,789 16,611 16,466 13,665 

20,701 558754 oR (eB) 61,629 
: 123,958 140,759 131578198 141.390 


CONSOLIDATED STATEMENT OF EARNINGS 
(Thousands of dollars, except per-share amounts) 


Quarter Ended Six Months Ended 
June 30 June 30 
1975 1974* 1975 1974* 
SALES AND OPERATING REVENUES ............ $231,476 211,445 452,984 412,369 
COSTS AND DEDUCTIONS | = 
Crude oil, products and operating expenses ... 151,695 143,036 311,216 274,124 
Exploration expenses »..7. ->.ce.......4... 8,292 6,620 19,629 12,638 
Selling and general expenses ............... 8,632 6,791 16,938 12,840 
Depreciation and depletion .............. wee 11,913 9,822 Zoo 18,836 
Provision: toraroreign) lossesaa re en 1.033 656 2,081 1,385 
Reduction in carrying value of foreign 
Propertics ee ss eet on car ee ey — — = 7,52 
Taxes other than income taxes ......-....... 2,008 1,65¢ 4,155 3,421 
Interest, expensenanat ete eee eee 5,823 3,781 12,340 0514 
Federal and state income taxes .............. 5,922 3,913 10,765 9,590 
Foreign income taxeses.. 2s ee 22,976 12,430 26,918 24,008 
Minority interests in earnings of subsidiaries .. 3,906 3,419 7,320 6515~ 
Total costs and deductions ........ 222,200" 192125 435,077 378,440 
EARNINGS BEFORE CUMULATIVE EFFECT OF 
ACCOUNTING CHANGE) =) fem er) 912 (6 eel eo 17,907 33,929 
Cumulative effect on prior years (to December 31, : 
1973) of a change in accounting for Canadian 
Incomes taxes #08 ee er eee — — — (5,661) 
NET, “EARNING S2 oe ee $ 9,276. .19:320 17,907 28,268 
Per Common and Common equivalent share: 
Earnings before cumulative effect of 
accountings Changes. ase | sey... “$  O74 1255 1.43 athe 
Nét earningsin.% Ree eee eee 0.74 oD 1.43 2.29 
Per Common share assuming full dilution: 
Earnings before cumulative effect of 
accountiig™ change = ee ee) 0.74 ees 1.43 2.69 
Neteearnings 4. Ben ee 0.74 ios 1.43 2.24 


Average Common and Common equivalent shares outstanding were 12,530,268 in 1975 and 
12,317,555 10 9G) 


“Restated to reflect adoption of the LIFO method of inventory pricing and an adjustment to 
Federal and state income tax expense. 


The above interim statement is based in some respects on estimates subject to year-end 
adjustments. Such statement has not been examined by independent accountants. 
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